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THE TARIFF OF 1913. II 


Granting that the tariff of 1913 represents, as has already been 
shown in the preceding discussion, a material reduction in the level 
of rates existing for the past half-century, and conceding further 
that this reduction has been made in pursuance of a political pledge, 
which was followed by a popular mandate approving the promise 
in general form, we must still meet the question whether or not 
the reductions effected have been of a kind and character suited 
to the needs of the industrial situation. Practically every observer 
of legislation and business, whether a believer in free trade or in 
protection as a theory, would admit that, when once a definite 
position had been taken on the tariff, and when once economic 
conditions had become adjusted thereto, it was neither necessary 
nor wise to break so sharply with the past as to damage industry, 
if equally good ultimate results might be effected without serious 
suffering by somewhat postponing final action or by taking the 
steps toward the final goal gradually and conservatively. It is 
not enough, therefore, in judging a tariff act to show that it has 
brought about a reduction in rates, even if it be admitted that such 
a reduction was the primary object held in view. Neither is it 
sufficient to show that the reduction has been evenly applied or 
that it has been honestly and sincerely planned and carried out. 
The question of efficiency will remain, and it will always be fair 
to inquire whether a given change in tariff legislation has been 
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carefully and prudently worked out, in such a way as to get the 
maximum of beneficial rate reduction with the minimum of business 
disturbance. These questions may now be considered. 


I 


Perhaps the most general and fundamental alteration made in 
the course of the tariff revision of 1913 is seen in the use of ad 
valorem duties in place of the familiar specific or combined specific 
and ad valorem duties whose use has been characteristic of the 
legislation of the past few years. It was a fundamental proposition 
with the Republican legislators who framed the tariff acts of 1897 
and 1909 that ad valorem rates were inequitable in the vast major- 
ity of cases, because as prices declined the amount of tariff levied 
also declined, and declined, therefore, at a moment when the 
assumed need for protection was greatest. For example, a com- 
modity selling at $1.50 per unit subject to a tariff of 1o per 
cent would pay 15 cents per unit. A reduction of one-third in the 
foreign price would make the article sell at $1.00, while the tariff 
would simultaneously drop to 10 cents per unit. Such a state of 
things was counter to the theory of protection, in that, as foreign 
prices fell, the competitive power of foreign owners and manufac- 
turers was increased while as foreign prices rose this competitive 
power was supposed to be curtailed, a stable level of domestic 
prices being assumed. Hence arose the use of specific duties, 
levied at a fixed rate per unit of weight in order that changes in 
price might not be accompanied by corresponding cuts in protec- 
tion. In the tariff of 1909 are found several main systems of levy- 
ing duties which may be enumerated as follows: 

1. Simple ad valorem duties, levied at a fixed percentage of 
valuation. 

2. Simple specific duties, levied at a fixed charge per unit of 
weight. 

3. Combined specific and ad valorem duties, levied at a fixed 
charge per unit of weight, plus an ad valorem charge based on 
value. 

4. Composite specific and ad valorem duties in which the 
specific rate charged per unit of weight or size varied according 
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to different grades of value. Thus cloth might pay, say, 50 cents 
per yard when valued at not more than $2.00, and $1.00 per yard 
when valued at $2.00 to $4.00 per yard. The object of these 
duties was to provide a different grade of protection for the differ- 
ent grades of product according to the supposed industrial needs 
of manufacturers. 

Of these classes of duties, the plain ad valorem rates, as just 
seen, were least popular with the tariff-makers, while the other 
three classes were employed according to political necessities and 
to what their users probably supposed to be economic conditions. 
The effect of the plain specific duties was sufficiently manifest and 
their application could be well justified in certain classes of cases, 
among them the following: 

a) Cases where the value of goods was practically not capable 
of ascertainment by any inexpensive or available process. 

b) Cases where the unpacking of the goods in order to get 
samples for purposes of valuation would result in great damage 
or loss, not offset by any advantage resulting from the use of 
ad valorem. 

c) Cases where it was desired to obtain a steady, easily com- 
putable revenue from a specified source, based upon a commodity 
whose importations and exportations varied but little. 

As for the combined specific and ad valorem duties, there was 
probably a measure of justification for their use in certain instances. 
Still more rarely the composite duties may have served a useful 
purpose. 

It cannot be questioned, however, that one of the greatest 
abuses of past tariffs has been found in the fact that such tariffs 
were largely bottomed upon these combined and composite duties. 
These classes of rates practically could not be traced in their effect 
on given articles by anyone except an expert of high technical 
skill, while their use had been allowed to run to such excess as to 
give rise to “‘jokers,”’ irregularities, unfairnesses, and special favors, 
many of which, doubtless, were not intended by the men who were 
primarily responsible for them but which, in not a few instances, 
resulted in the levy of actually prohibitory duties upon certain 
classes of articles, or in the establishment of rates which were 
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highly discriminatory as regards individuals, nations, and classes 
of goods. 

That these evils were inherent, more or less, in the system of 
rates established under the acts of 1897 and 1909, and that they 
had, moreover, been allowed to run to very great excess in the 
course of the development of the tariff system, cannot be questioned. 
As a matter of fact, few save those immediately responsible for the 
rates thus subject to criticism have ever questioned the criticism. 
The evil was great, perhaps fundamental, and tariff revisionists 
were correct in feeling that it must be remedied. The method of 
remedying it applied in the new measure was, in brief, that of elimi- 
nating the combined and composite duties, but few examples of 
either class being found in the tariff of 1913. In far the greater 
number of cases under the new law, the method of levy employed 
is that of “straight” specific or ‘‘straight” ad valorem collection; 
and, as between these last two methods, the predominating plan 
adopted has been that of the plain ad valorem duty. A modi- 
fication of the simple ad valorem rate, employed in the textile 
schedules, notably in that dealing with cotton, has been to change 
the ad valorem rate according to the degree of complexity of the 
manufacture, but even such a deviation from the use of simple 
ad valorem duties has not been widely resorted to. The use of 
specific duties, perhaps best illustrated in the chemical schedule, 
has been adopted chiefly in those cases where such duties could 
be levied to much greater advantage from the revenue standpoint 
than could the ad valorem duties. The duty on chloroform may 
be taken as an example. That article cannot be tested for value 
without a rather elaborate chemical analysis, and, such being the 
case, the importations of the drug were likely to be confined almost 
entirely to the very highest and most concentrated grades, if an 
ad valorem rate were to be applied; these grades would, of course, 
have been declared for taxation at far lower valuations than they 
should have borne, such valuations corresponding to the true values 
of the lower grades of the article which could only with difficulty be 
distinguished from the more expensive. It was, therefore, probably 
right to relieve chloroform of ad valorem treatment, and to impose 
on it a specific duty corresponding with the volume of the drug 
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imported. In the main, however, it was early decided that the 
ad valorem duty based upon careful customs examination, with 
valuation properly safeguarded, should be the prevailing type of 
duty throughout the tariff, and this determination was adhered to 
even under some conditions which, in the judgment of well-qualified 
men, might reasonably have raised doubts of its validity. It is 
probable that in future years it will be found that one of the most 
serious problems offered in the satisfactory application of the law 
of 1913 has been the commercial developments connected with the 
use of ad valorem duties; and it would seem that one of the points 
at which severe criticism will be directed against the act by those 
hostile to it will be the application of such rates. The question is 
one that can be passed upon more satisfactorily in connection with 
the several schedules, as their provisions are subjected to analysis. 
In general, however, it must be conceded that the transition from 
the old to the new system of duties was an immense victory for 
simplicity and honesty in the application of the law, and that 
probably no other change so greatly tended to place the new rates 
upon a comprehensible and straightforward basis as did this. 
Whether in certain instances the freer use of specific duties might 
not have been warranted or even demanded may be a fair question, 
but it is certain that the abolition of the combined and composite 
rates was in the highest degree praiseworthy. 


II 


A review of the individual schedules of the tariff of 1913 shows 
that several distinctly different classes of work were done in the prep- 
aration of the new act. In some instances duties were improved 
through the reclassification of commodities, in others merely 
through reduction, in still others through an alteration in the 
kinds of duties levied, and in many instances by transfer of com- 
modities to the free list. Of complete reclassification, the best 
example is furnished in Schedule A dealing with chemicals, oils, 
drugs, and paints. The genesis of this schedule has already been 
considered in a previous article. Probably in no part of the 
tariff was the reorganization of the old duties so complete as in 
Schedule A, and probably in none was there so small a net 
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reduction with so great a concomitant actual relief from oppressive 
taxation. During the past thirty years, roughly since the adop- 
tion of the unsatisfactory tariff of 1882, the chemical schedule 
has suffered little change. It has been passed on from Congress 
to Congress, the alterations in its terms being of the slightest, 
while the most important innovations were found in transfers 
to the free list or back again, as revenue or political exigency 
demanded. In consequence, the chemical schedule had become, 
when the revision of 1913 was undertaken, hopelessly obsolete. 
Many of the products named in it had long ago been superseded 
by others, or the designations were susceptible of being stretched 
to cover many commodities never meant to be included. It was 
a hopeless jumble of out-of-date terms and inapplicable methods 
of classification and of levying duties. In the new schedule as 
now law, we find an enumeration of products made by capable 
technical chemists and based upon actual practice and usage in 
the trade. This in itself is an immense advantage from the stand- 
point of proper distribution of taxation. Very high credit, there- 
fore, must be assigned to the revisers of the tariff for the courage 
of their convictions which enabled them to discard the out-of-date 
and practically worthless descriptions of commodities employed 
in the existing law by which they were confronted, and to substi- 
tute the modern terminology, while at the same time altering 
duties to correspond with the readjusted groupings. Second to 
this broad reclassification, the most important feature of the 
revised chemical schedule is its treatment of the free list. Many 
articles have been transferred to that list, while not a few have 
been shifted from the free to the dutiable schedules. These changes 
were made with a distinct purpose in mind. It was desired to 
readjust the chemical schedule in such a way that, first of all, 
the obsolete duties should be abolished upon certain heavy prod- 
ucts which not only never were, but never would be, imported, 
under ordinary conditions. Secondly, it was desired to lower 
the rates on certain widely consumed commodities whose special 
use practically made them necessities and so established a prima 
facie case in favor of low duties or none at all. Medicines afford 
an example of such items. In the same way, it was desired to 
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bring about a lowering of rates upon articles which had a distinct 
food value, and which, therefore, were to be regarded as elements 
in the cost of living. Oils furnish an illustration of this group of 
items. Conversely, it was desired to raise duties upon all those 
articles which were imported into the United States subject to 
patent protection. In the case of many of the more recent chemi- 
cal products, highly protected by patents at home and abroad, 
it was recognized that a reduction in duties would not lower prices 
to the consumer inasmuch as they were already fixed at the maxi- 
mum revenue-producing point under the economic law of monopoly 
price. In the case of still others, it was believed that no manu- 
facture was probable in the United States since conditions of pro- 
duction were far superior abroad—either because of the foreigners’ 
possession of chemical secrets, the result of research, or because 
the products were of such a nature that they were unlikely to be 
imitated here successfully. Hence in these cases an increase in 
rates of duty was likewise thought expedient. As a limit to these 
changes involving advance in tariffs, was set the possible line at 
which a reflex effect upon prices might be produced. It was 
understood that many of these articles were in the nature of 
materials of production, since they were used by domestic manu- 
facturers of textiles and of other products. Therefore, it was 
believed that there might be a danger in an increase of duty beyond 
a very easily reached level, inasmuch as such advance in duty 
and, perhaps, consequently in price, might result in raising the 
expenses of other producers who were engaged in manufacturing 
goods upon which the tariff, through reductions made in subsequent 
schedules, was about to be cut. Hence was developed a disposi- 
tion to make all such advances in a tentative way and to limit 
them to what was considered a distinctly reasonable figure. On 
the whole, it will undoubtedly be the judgment of careful students 
of the chemical schedule that changes made along the lines already 
indicated were well warranted, and that technically the schedule 
was an immense and very welcome advance over the corresponding 
schedule of the Payne-Aldrich law. 

Another of the groups of duties in the act of 1913, closely allied 
to the chemical rates, to which very special attention will probably 
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be paid by future students, is found in Schedule B, which deals 
with glass, earthenware, pottery, and allied products. For years 
past, there has been an almost constant attempt to secure a reduc- 
tion of the plate- and window-glass rates of the tariff law, in view 
of the well-recognized circumstance that these rates were abso- 
lutely abnormal and offered a dangerous spur to monopoly. That 
such was the case experience had repeatedly shown. Combina- 
tions in the window-glass trade, the practical existence of a plate- 
glass trust, wide variations in prices coinciding with activity in 
the building trades, and other phenomena of a similar sort, pointed 
to a manipulated market and called loudly for such check as might 
be afforded by a reduction of rates. The act endeavored to sup- 
ply such a corrective. Nothing had been attempted by way of 
preliminary legislation, but when the final revision was begun 
very careful attention was devoted to plate and window glass and 
pottery. The outcome, however, was different in the two cases. 
With reference to plate and window glass, a general cut was made. 
This cut varied in amount but, as seen in a former article, it 
amounted on some sections of the plate-glass schedule to as much 
as one-half of the rates of duty. In respect to pottery and earthen- 
ware, moderate cuts were made, as already seen, but in the higher 
classes of goods already dutiable at rates of 50 per cent or more, 
it was determined not to make much change. This conclusion 
was arrived at because of the belief that the articles in question— 
fine china, vases, and specialties—were luxuries in the best sense 
of the word and were not, therefore, entitled to share much in 
the reductions so long as revenue was needed by the government. 
On the other hand, very vigorous pleas were made by pottery 
manufacturers for the purpose of showing that their costs were 
not such as would permit any further stimulus to importations. 
The pottery schedule is one regarding which it has never been felt 
that reliable or complete data were available. Apparently there 
will be fair ground for a suspension of judgment with reference 
to the action of the committee on that subject until such time as 
further information concerning the methods and status of the 
industry are at hand. Investigations designed to develop the 
facts of the matter are already being prosecuted by the govern- 





THE TARIFF OF 1913 113 


ment. With respect to plate and window glass the conclusion 
already reached by students of the situation, as heretofore indi- 
cated, has been that the older duties were far too high and that, 
in consequence, the reduction was urgently called for. That it 
has not gone too far and that the duties retained are amply suffi- 
cient for the adequate protection of domestic interests, in so far 
as they are entitled to such protection, is evidently the prevailing 
view among non-partisan members of the trade as well as among 
careful students of the situation under the tariff. 


Ill 


A very special problem, widely different from that presented 
by the chemical schedule, was offered in the textile sections of the 
new measure. These probably constituted the portion of the 
tariff most sharply debated in the past and most directly liable 
to criticism and objection. The wool schedule has heretofore 
been described by ‘“‘stand-pat” advocates of high tariffs as the 
“citadel of protection” —a hackneyed expression sufficiently indi- 
cating, despite its threadbare condition, the attitude of the ultra- 
high-duty advocates in Congress. As for cottons, while the average 
level of rates applying to them had never been very high as com- 
pared with the woolen rates, the schedule contained many “jokers” 
and special favors granted in return for handsome campaign con- 
tributions or for political “‘influence,”’ so that revision of the rates 
inevitably caused discomfort to many carefully safeguarded inter- 
ests. In clearing the ground for the revision, it was first of all 
necessary to decide upon the type of duties to be applied, and 
here, as in the case of the chemical schedule, it was resolved to 
sweep away without hesitation the old combined and composite 
rates and to substitute for them in the main a simple and straight- 
forward ad valorem system. It was agreed to apply this ad valorem 
system uniformly throughout the cotton, woolen, hemp and flax, 
and silk schedules. Thereby an immense alteration in the whole 
type and working of the rates of duty was produced, the change 
being in itself enough to transform the system of collecting the 
tariff upon textiles. This determination was adhered to through- 
out the revision, notwithstanding some desperate efforts while the 
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bill was in the Senate to secure a restoration of specific duties in 
the silk schedule—an effort finally successful in the upper Chamber 
but successful there only in vain, inasmuch as it was promptly 
discarded by the conference committee, which restored the ad 
valorem system of the House measure. 

As for the rates themselves, the most striking and complete 
reorganization of duties—the one, moreover, by which the tariff 
revision of 1913 will ultimately be most closely judged—is found 
in the wool schedule. Raw wool, which the Ways and Means 
Committee in previous Congresses had left at a 20 per cent ad 
valorem rate, was made unreservedly free after December 1, 1913, 
it being concluded by the tariff revisers that only on a basis of 
free raw wool could real improvement be bottomed. In this 
particular, the conclusion arrived at was unquestionably correct. 
Free raw wool had been regarded as a sine qua non by every care- 
ful writer and thinker on the tariff for many years past, and this 
point of view had been amply and fully upheld even by the showing 
made in the biased and partisan report of the Tariff Board dealing 
with wool and manufactures thereof, published during the adminis- 
tration of President Taft. In that report it had been clearly 
indicated that the great bulk of the wool of the United States needed 
no protection whatever, since it was produced as a by-product of 
the mutton industry; while it was also conclusively shown that 
the merino wool industry of the Ohio region and of the western 
ranches was already doomed to extinction, even with practical 
prohibition of wool imports, owing to peculiar conditions and 
uneconomic methods, and that it could be saved only through 
a complete regeneration of the methods of sheep farming. It will 
undoubtedly be concluded by careful students of the tariff that in 
no respect was the act of 1913 more nearly sound, and that in none 
perhaps was it more courageous and straightforward than in its 
total abolition of the duties upon raw wool—an action long desired 
by honest manufacturers who saw in the duties on wool not only 
an insuperable handicap to the domestic producer but also a 
guaranty that the average consumer would be able to obtain for 
himself only poor materials, shoddy, and wool substitutes of one 
kind or another. By removing the duties on raw wool, Congress 
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at one stroke of the pen did what it could to emancipate the public 
from its slavery to the fraudulent vagaries of alleged “woolen” 
manufacturers. 

With the disappearance of the duty on wool, moreover, it 
became at once possible to improve to an enormous degree the 
rates upon the derived products of wool. No longer was there 
any excuse for the crafty “compensatory” duties based upon the 
old fiction that four pounds of raw wool were required to manu- 
facture a pound of cloth and that a corresponding increase in 
rates must be allowed. With the raw-wool duties removed, the 
only problem remaining was that of adjusting the ad valorem 
rates upon derived products to the relative degrees of complexity 
in manufacture. Tops, the next product beyond the raw wool, 
were given a duty of 7} per cent, yarns a duty of 10 per cent, and 
so on up to the highest grade of cloths, which under the revised 
schedule as it emerged from conference bore a rate of 35 per cent. 
It cannot be said that this was “free trade” or anything approxi- 
mating to it. Nor is it necessary to go into detailed and abstruse 
figures as to “cost of production” to determine whether the reduc- 
tion thus made was wise or not. The schedule as it finally emerged 
from Congress presents but a single simple question to the average 
man: Was it his wish to maintain in the United States a cloth- 
making industry so inefficient that it could not produce goods, 
even when protected to the extent of 35 per cent ad valorem, raw 
materials being on a free basis? This does not of course touch the 
question whether or not as a matter of fact every wool manufac- 
turer in this country can sustain himself with only this amount of 
protection. At the present writing about one-half of the looms 
in the woolen industry are idle, and while this is not due in all 
cases to the tariff, either directly or indirectly, it is probable that 
many such looms are idle either as a result of direct foreign competi- 
tion or in consequence of fears of their owners as to potential 
competition and a desire to wait until conditions are more clearly 
evident. The Tariff Board’s report on wool manufacture, if it 
furnished no other information, was eloquent in its showing of 
ancient and poor machinery in the woolen industry and in its 
demonstration of the use of obsolete methods and costly modes of 
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production, rendered possible only by the exaggerated rates of duty 
in past years. In the last analysis, therefore, the issue is not 
whether any factories will or will not be closed under the new 
régime. Some will either close or be conducted at a much narrower 
margin of profit than heretofore—so much may be taken for 
granted. The real question was whether, in order to enable the 
proprietors of obsolete machinery to continue paying dividends 
upon their unsatisfactory plants, the consumer of cloth could be 
expected to pay a duty in excess of 35 per cent ad valorem. That 
he could not reasonably be expected to do so will be the opinion of 
many tariff students and, undoubtedly, of the consumer himself. 
Technically the wool schedule presents the interesting question 
whether or not the rates levied upon woolen products at their 
various stages of advancement were properly adjusted to one 
another. A survey of the rates as finally fixed seems to indicate 
that the adjustment was as nearly as possible in accordance with 
the evidence. It did not differ materially from the relative levels 
of adjustment suggested by the report of the Tariff Board, and the 
Tariff Board had reported only what was generally known in the 
trade, and by everyone who chose to inform himself concerning 
the relative labor and capital involved in the production of tops, 
yarns, and the various grades of cloth. At one point, however, 
the woolen schedule deserves and will receive adverse criticism. 
The old schedule of the Payne law had levied certain rates of duty 
upon goat hair as well as upon sheep’s wool. In the revision it 
might reasonably have been expected that since one was to be 
placed upon the free list the other would likewise be. Instead of 
this uniformity of treatment, however, mohair, the product of 
the goat, was given a duty of 20 per cent ad valorem with derived 
products at duties fixed to correspond to this basic rate. This 
was a concession to the Texas and general southwestern interests 
totally unwarranted by the facts and justifiable only upon the 
plea of political necessity. The product of the goat, protected 
to the extent of 20 per cent more than wool on the ground that it 
was a “luxury,” should have been given no such preference, and 
the retention c* the “‘mohair schedule” among the woolen duties 
can afford only occasion for regret to the sincere friends of tariff 
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reform, while it furnishes a basis for scoffing to those who dis- 
believed in the sincerity of the reductions attempted or introduced. 

On the whole, the judicious student must conclude that the 
woolen schedule as a total represents a fair and, in the main, 
well-adjusted statement of duties, not too low for any reasonable 
purpose of protection, yet sufficiently low to afford enormous relief 
from the fearful abuses of the old schedule. He will realize that 
the change thus suddenly made from an atmosphere of almost 
tropical warmth in which the obsolete and feeble woolen “plant” 
was enabled to flourish luxuriantly, to the very much tempered 
atmosphere furnished by a 35 per cent duty, will unquestionably 
result in the elimination of some establishments not capable of 
entering the struggle for survival upon equal terms, and will at 
the same time compel others to adapt themselves to the new 
environment by introducing better machinery and more effective 
methods of production. 

The cotton schedule, like that relating to wool, was remodeled 
upon a purely ad valorem basis. In the cotton schedule, however, 
the problem was very much simpler owing to the fact that the 
raw material of the industry had never borne a duty, while the 
higher products of the loom had not been subjected to the exces- 
sive protection resulting from compensatory rates levied under 
the composite system. The schedule, however, had its own 
problems. It was now desired to introduce a system of levy 
which would be based upon plain and simple methods, and to that 
end it was sought to adjust the rates charged upon yarns so as to 
correspond in general with the rates charged upon cloths made 
from those yarns, while it was resolved to eliminate from the 
tariff the methods of “counting threads” which had been used 
under the Payne law for the purpose of determining the grade of 
the cloth. In general, the conclusion was arrived at that the 
cloth duties should observe the same general conditions prescribed 
for the establishment of rates upon the yarns, and that no distinc- 
tion should be drawn between cloths made of a different number of 
threads. Most of the old special-privilege provisions, whereby 
cloths woven on a jacquard loom, lappets, and mercerized or other 
goods were given additional protection when they needed none, 
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were swept completely away. In judging of the cotton schedule 
it is worth while to take special account of certain pleas filed by 
manufacturers of cotton goods. Manufacturers very early saw 
that they would have but a poor case were they to demand the con- 
tinuance of high rates upon goods which they were already 
exporting to foreign countries in successful competition with the 
manufacturers of those countries. 

In brief, the history of the schedule had been somewhat as 
follows: Under the Payne-Aldrich law and its predecessors, rates 
of duty had been based upon a combined specific and ad valorem 
system. Goods were assigned to the different grades by an 
examination of the method of weaving employed in manufacturing 
them. When this had been done, the actual duties were imposed 
on an ad valorem basis varying according to the stage of advance- 
ment in manufacture. When actual collections took place, it 
was then necessary to levy the duties upon goods which had pre- 
viously been passed upon by appraisers working under complex 
rules which enabled them to exercise large judgment with respect 
to the class to which they assigned goods for taxation. Inasmuch 
as such assignments were expected, under a protectionist régime, 
to be made to high classes, and inasmuch as protectionist manu- 
facturers, for many years supremely dominant at the Treasury 
Department, exerted their influence in the direction of assignments 
to the highest possible classification, the net result was to make 
the goods invariably pay the maximum possible rates of duty. 
In the administration of the schedule there was constant friction 
with respect to classifications and constant hardship on account 
of the continually rising valuations; and, so far as legislation was 
concerned, there was constant manipulation of the schedule 
throughout the whole course of a tariff bill, so as to introduce 
higher classifications through the medium of seemingly innocent 
phrases in the body of the act. The tariff reformers of 1913 rightly 
appreciated that much of the evil of the schedule lay not in the 
high rates of duties, but in the way in which the duties were 
imposed. In the preliminary measures which had been adopted 
by Congress, but to no purpose because of presidential vetoes, 
it had been sought to assess duties upon a new basis in which the 
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thread or constituent material of which the cloth was made up 
should bear rates ascending in amount as the fineness of the thread 
increased, while cloth made of such thread was to pay a rate of 
duty based upon the tariff on the thread of which it was composed. 
In a few special classes of cases, such as handkerchiefs and goods 
made of cotton and rubber, ad valorem rates bearing no relation- 
ship to the general scale of duties had been fixed, inasmuch as these 
special products of labor and capital could not easily be ranked in a 
definite relationship to the other products enumerated in the series 
of duties which constituted the bulk of the schedule. As thus 
developed upon an exceedingly simple basis, with but little refer- 
ence to the so-called “fancy” cottons, the early bill had been pro- 
ductive of enormous criticism from cotton manufacturers who 
voiced the familiar predictions of panic, disaster, business depres- 
sion, and many others of Jike nature. During the time that the 
first Underwood cotton tariff bill was under discussion, as has been 
elsewhere seen, manufacturers worked with great shrewdness to ma- 
nipulate the rates in such a way as to insure some preservation 
of the older type of duty. This was of no avail. Mr. Under- 
wood and his colleagues paid no attention whatever to the argu- 
ments placed before them by a committee of manufacturers which 
had been cleverly made up of influential constituents of southern 
Congressmen. When the actual task of shaping the cotton schedule 
of the final bill was begun, the attacks by manufacturers were 
redoubled, although this time in a different form. Manufactur- 
ing interests asked for several distinct changes of which the follow- 
ing were the chief: 

1. A distinct difference between the rate on cloth and that 
on the thread of which it was made. 

2. Application of special higher rates of duty to fancy cottons 
of special types such as jacquard goods, lappets, and others of 
similar description. 

3. Marked advance in rates on finer cottons of all classes. 

Of these demands that which was probably urged with the 
greatest persistency and intensity was the demand for a decided 
increase in the rates on finer goods. Manufacturing interests 
finally saw that they could not expect to secure recognition for 
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the extreme claims which they had put forward and they con- 
sequently began to call with greater insistence for a relatively 
reasonable program. In a brief embodying a proposed schedule 
of duties which was put forward by the moderate party among 
cotton manufacturers, it was suggested that about 7} per cent of 
the total output of American cottons consisted of the finer goods 
in which competition with foreign countries was said to be more 
severe and which consequently required greater protection. On this 
relatively small proportion of the output it was asked that there 
should be a material advance in the level of the duties, and it was, 
partly at least, admitted that the remainder of the schedule, which 
applied to more than go per cent of the goods, could take care of 
itself on the basis proposed by the committee. Even to these 
demands the House committee paid little heed, and although some 
adjustments were made in the Senate for the purpose of obtaining 
a relationship of duties that would be more satisfactory to pro- 
ducers, they were not very serious or severe. The question is 
thus raised whether the action finally taken was satisfactory and 
retained sufficient protection, or whether it was open to criticism 
and if so, how far. Two canons of criticism suggest themselves— 
apart from the ex parte statements of the manufacturers—the 
report of the Tariff Board with reference to the cotton schedule, 
rendered in 1912, and the course of trade since the enactment of 
the law. With reference to the first criteridn, it may fairly be 
said that the proportion of the Board’s report which most 
nearly bore upon the question of rates of duties was its com- 
parison of home and foreign prices for cloths, wholesale, retail, 
and at jobbing establishments. If these figures as given by 
the Tariff Board were correct, there was never any necessity 
for more than a purely nominal rate of duty, 5 or 10 per cent, 
upon the commoner classes of cotton goods. On the finer products 
of the loom, there may have been reason to ask a slightly higher 
tariff, judging from the views of the Board itself. But from any 
reasonable interpretation of the Tariff Board’s analyses of prices 
it must be inferred that the rates of duty fixed in the House cotton 
schedule of the tariff were not only sufficient but far more than 
sufficient to protect home industry against any degree of competi- 
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ticn likely to be experienced. A like conclusion must be drawn 
from the exceedingly meager data obtained by the Tariff Board 
with respect to “‘cost of production” in English mills as compared 
with American. The other criterion suggested—the course of 
importations since the enactment of the tarifi—must be admitted 
to be as yet very imperfect, inasmuch as so short a time has elapsed 
subsequent to the date when the new rates took effect. It is 
certain at least that no “‘inrush of goods” has occurred. On the 
contrary, importations of cottons into the United States have been 
decidedly less since the tariff was enacted than they were during 
the corresponding period before its enactment—for what reason 
no attempt will here be made to say. American labor in the 
cotton industry has been fully employed at good wages, and cotton 
manufacturers have in their more liberal moments since the enact- 
ment of the law admitted that they could not see any reason to 
believe that very serious changes had been produced by the legis- 
lation. Such is in fact the case. The duties are undoubtedly 
amply high, tested by almost any standard. That at times of 
depression abroad when a surplus of goods must be disposed of, 
or at those times in the domestic market when trade agreements 
have succeeded in forcing up prices, the Underwood tariff will 
admit to the United States much larger quantities of foreign 
cottons than heretofore is probably true. There is nothing in 
the cotton schedule to warrant its being termed a “free-trade 
proposal,” but on the contrary the duties it levies are fully high 
enough for all reasonable objects. 

We may test the silk schedule as we did the cotton rates by the 
effect it is producing in altering the volume of importations, or 
we may test it in its supposed effect upon the employment of labor. 
No formal official investigation has ever been made of the silk 
industry by the federal government, so that the data with reference 
to cost of production—limited as they are—which were put for- 
ward for the cotton and woolen schedules by the Tariff Board 
are not paralleled with reference to silks. Moreover, with regard 
to silks, it is apparent that no such severe test can in any case be 
had as with the woolen and cotton rates. There was but little 
change in the general level of the silk duties, those under the Payne- 
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Aldrich tariff being equivalent in practice to about 52 per cent 
while those actually fixed in the new law are equivalent to about 
48 per cent. The striking change wrought by the act of 1913 
in the tariff law is found in the changing of the rates from a specific 
to an ad valorem basis. This change was fiercely contested by 
manufacturers who urged that it would be exceedingly injurious 
both to them and to the revenue of the Treasury because of the 
undervaluations and evasions that would almost certainly occur. 
None such, so far as known, have up to date taken place, but the 
administration of the measure has proceeded upon very much the 
same lines as in the past. There has been an increase in the 
importation of a few classes of goods, such as pongees, which had 
previously been almost excluded by reason of the discrimination 
to which they were subjected under the older form of the tariff. 
But this has not been a characteristic condition. Altogether the 
silk situation has continued upon lines similar to those prevailing 
before the adoption of the new act, save for the greater ease and 
practicability of the ad valorem duties as compared with the 
specific rates by which they were preceded. 


IV 


Much of the discussion of the tariff while the bill was in the 
House, and again while it was in the Senate, centered around its 
probable effect upon the cost of living and thus was directed to the 
two schedules which pre-eminently dealt with food-stuffs, the agri- 
cultural and the sugar schedules. In both very decided changes have 
been made. The agricultural schedule as a whole was subjected 
to two distinct methods of treatment—rates of duty were cut quite 
generally throughout and at the same time many products were 
transferred bodily to the free list. In the latter group were animals, 
meats, and various kinds of grain. The rates on other classes of 
grain or grain products were sharply reduced, and still other items 
were more moderately cut. In the latter subclass were California 
fruits. As for sugar, provision was made for a reduction of 25 per 
cent of the existing tariff beginning with March, 1914, with ultimate 
extinction of the duties at the end of three years. It is thus seen 
that a very wide breach with the past was created in connection 
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with the agricultural and sugar rates. This was a change fraught 
with important political as well as economic consequences. The 
cuts on most items were very substantial and, while stopping 
short of absolute free trade in all except a few fundamental food 
commodities, must be regarded as fulfilling the promises of the 
party in control of the government. The reductions have, however, 
thus far produced but little effect upon prices. Certain kinds 
of imported products of a special type have fallen in price; ceriain 
others, previously advancing at a rapid rate, have ceased their 
marked movement upward. New sources of supply have been 
opened, as is seen by the increase in importations of grain and meat 
from Argentina and from Canada, of potatoes from Europe, and 
of fundamental though less necessary items of daily consumption 
from many other quarters. Sugar, of course, has not yet been 
affected by the changes; but, when they become operative, there 
will be little reason to doubt their efficacy. They will unques- 
tionably give to the consumer the bulk of the cut in tariff duties 
provided for, and ultimately the whole amount of the tariff, when 
complete free trade supervenes. It may be reasonably questioned 
whether the ultimate removal of duties on sugar will be as helpful 
to the consumer as would have been a further cut in the duties 
on other products, designed to lighten the public’s tariff burden 
by an amount equal to the revenue derived from sugar. It may 
also fairly be questioned whether the Treasury could, from the 
fiscal standpoint, obtain an amount of income equal to that which 
was produced by the sugar tariff as easily as it has been obtained 
from that source in the past. In fact, the student of tariff contro- 
versy will probably reach the conclusion that of the mistakes of 
judgment committed in framing the tariff of 1913 the entire removal 
of the rates on sugar probably represents, all things considered, the 
most serious. In palliation of it, it may be said that the sugar 
interests had for many years been oppressive and corrupt, that the 
duties on sugar had been therefore the source of much unmitigated 
evil, and that the elimination of them was undoubtedly in line with 
the announced policy of the Democratic party. On the assumption 
that the income tax, of which special study will be made at a later 
point, was desired not merely as a means of getting revenue but 
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of redressing an unfair distribution of taxation, the removal of 
the sugar duties may be defended. The change can scarcely be 
sustained upon any other ground. 

While there is thus little reason to believe that the changes 
made in the agricultural schedule will bring about direct reductions 
in prices of consumable commodities, there is a good deal of reason 
for supposing that what is equivalent to the same thing—a larger 
supply and better access to sources of production—will be obtained, 
and that, in consequence thereof, there will be avoided the advances 
in price which might otherwise have occurred owing to progressive 
growth of demand due to increasing population, or to the pushing 
of the margin of cultivation farther and farther away from the 
point of profitableness. The heavy imports of food-stuffs from 
such countries as Argentina, which began almost as soon as the 
law had passed and which have continued in growing volume up 
to the present moment, give good evidence of this prospect. Ina 
real sense, therefore, the agricultural schedule is fulfilling the 
promises of the tariff-makers, inasmuch as it affords opportunity 
for a broadening of the domestic sources of supply which would 
have been quite out of the question had tariff rates continued as 
high as they were under the old adjustment of duties. Precisely 
how far this benefit may be expected to extend can hardly be stated, 
partly because enough experience has not yet been had, and partly 
because comparisons must always be instituted with what, it may 
be conjectured, would have occurred under the Payne-Aldrich bill 
and its predecessors. 

Along with the duties affecting food-stuffs may be grouped 
others that to many minds will seem hardly similar or analogous 
but which resemble them in direct influence upon costs of living— 
those dealing with the important basic materials of manufacture, 
the best example of which is perhaps afforded by metals and 
manufactures thereof. In a former article, the treatment of 
the iron and steel schedule has been reviewed at some length, and 
it was there shown that a very considerable reduction (amounting 
to fully one-third of the old rates) had been effected. As was 
also seen, this revision of the schedule had placed not a few of the 
more important and more bulky products upon the free list. It 





THE TARIFF OF 1913 125 


may fairly be inferred from this fact that the cost of living, in so 
far as affected by cost of constructing buildings and of manufac- 
turing all other articles dependent upon the use of metals, would 
have been reduced. Although, as in the case of some of the other 
schedules, only a small increase in any class of articles imported 
under the duties of the iron and steel schedule has occurred, it 
remains true that such importations, or the threat of them, have 
already been enough to bring about much closer figuring and some 
price concessions. There is a good deal of ground for believing 
that these changes could not have been had without the prospect 
of foreign competition under the new rates. To be perfectly 
fair, it should be frankly stated that existing depression in the 
iron and steel trade is by many currently assigned as the basis of 
the changes in prices, and this is at least approximately true. 
The fact remains, however, that, as iron and steel experts freely 
admit, the effect of the tariff will inevitably be seen in the way 
indicated, and that the current alterations in prices would probably 
not have been brought about as quickly or as definitely but for the 
alterations in duties. The fact that an international combination 
among steel-producers sustains the price of a number of the impor- 
tant basic steel products of course tends to deprive tariff changes 
of the effects they would otherwise have upon the charge made for 
such products. While the data made available during the past 
few years by the Bureau of Corporations show that the steel 
industry of the United States, when efficiently conducted, is amply 
able to defend itself against foreign competition even upon a 
pure free-trade basis, and fully sustain the general action of Con- 
gress with regard to this schedule, there are factors and elements 
in the portion of the measure referred to which are of somewhat 
questionable accuracy in their adjustment to other parts of the 
schedule. These, however, are distinctly in the minority. As 
a whole the iron and steel schedule must be regarded as having 
been skilfully and successfully revised. The only serious excep- 
tion to be taken to this general statement is found in the rates on 
lead, zinc, and some other metals where special interests succeeded 
in influencing Congress through political considerations to retain 
a protection that was in no sense necessary. The maintenance 
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of these duties at what was certainly an unnecessarily high figure, 
instead of their entire removal or, at all events, their reduction 
to a rational level, constitutes a sound and even severe criticism 
upon the schedule in question. 


V 


There are certain other features of the tariff act of 1913 which 
call for special consideration apart from the mere detail of the duties 
themselves. Indeed, it is likely that from some points of view 
the tariff of 1913 will be considered of greater importance in its 
method of dealing with these extraneous or incidental matters 
than in its relation to the dutiable schedules themselves. Chief 
among such additional features must be placed (1) the income tax 
section of the bill, (2) the customs administrative sections, and (3) 
the provisions contained in the bill with reference to foreign trade 
relations. Of these, incomparably the most important is the 
income tax, but this is of itself a large independent subject which 
must be reserved for subsequent treatment in a special article. 
Attention may, therefore, be confined for the present to the pro- 
visions of the tariff in regard to foreign trade relations, and the 
changes in the customs administrative law. The tariff was, how- 
ever, of far-reaching significance in a negative way in its effect 
on foreign relations. Under the Payne-Aldrich law, a so-called 
maximum schedule, 25 per cent ad valorem higher than the regular 
rates, had been prescribed for application to the goods of those 
countries which did not give us favorable tariff treatment. This 
had proved almost inoperative, and the attempt to enforce it had 
subjected the administration to the necessity of various undig- 
nified means of beating about the bush. Notably in our relations 
with Canada and France it had been necessary to put our national 
pride in our pockets, and practically to admit that it was impossible 
to have our cake and eat it too. In repealing the maximum tariff 
and in substituting nothing for it the revisers of the tariff act, 
therefore, took an important forward step. They eliminated the 
tariff threat which had been characteristic under the Payne law 
while they in nowise impaired the conditions surrounding our trade 
relations with foreign countries. There were, however, some mem- 
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bers of Congress who desired to furnish a means of retaliation in 
the event that a president should find himself hampered by the 
hostility of foreign nations in commercial matters. It was there- 
fore proposed in the Senate to insert a list of commodities upon 
which the President might at his discretion establish higher rates 
of duty for the purpose of retaliation, thereby penalizing importa- 
tions from countries which were in the habit of shipping those 
goods to us, in all cases where such countries did not extend equit- 
able treatment to the products of the United States. This proved 
unacceptable to representatives of the House and was consequently 
eliminated in conference committee, but there was retained a 
clause providing for the negotiation of reciprocity treaties which 
may yet prove of importance. In the House, however, there had 
been inserted a clause providing for a rebate of 5 per cent upon all 
goods imported in American vessels, this being intended to assist 
in the “rehabilitation of the American merchant marine.” The 
5 per cent rebate thus established was carefully examined in the 
Senate committee, and was found to be out of harmony with our 
commercial treaties (in that we refused foreign nations as good 
treatment as we accorded to our own ships), wherever a treaty 
embodying the so-called ‘‘ most favored nation clause’’ was in force. 
In fact such treaties existed with nearly all nations, except France, 
so that we should have placed ourselves in the position of discrimi- 
nating against practically every country with which we were 
doing business. The Senate accordingly eliminated this provi- 
sion but it was restored in conference committee, qualified by the 
statement that the rebate should apply only under conditions 
that did not run counter to our treaty relations with foreign 
countries. On this basis the rebate provision was as unworkable 
practically as it was unwise theoretically. Had it been applied 
uniformly to goods from all countries it would have amounted to 
a horizontal reduction of 5 per cent in the average level of the tariff. 
Had it applied to most countries, and been withheld only in the 
case of a few, it would have constituted an intolerable discrimina- 
tion against those few. Seeing the impracticability of the whole 
scheme, the Treasury has almost necessarily suspended its opera- 
tion, but the effect has of course been to leave behind a large crop 
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of lawsuits against the government which will now have to be 
settled through the courts; and which, if decided in favor of the 
claimants, will inevitably result in millions of dollars of rebates 
of duties. Meanwhile, the clause in question remains an open 
issue and a productive source of irritation and annoyance. Too 
much can hardly be said of the unwisdom shown in incorporating 
it. But the general improvement in foreign trade conditions under 
the tariff due to the repeal of the maximum schedule of the Payne- 
Aldrich law is so great as largely to offset the sound basis for criti- 
cism afforded by the introduction of the rebate clause. 

As the rebate provision remained almost the only outcome 
of an ambitious program of retaliation and negotiation, so the 
final form assigned to the customs administrative act was the out- 
come of a lengthy discussion of proper procedure in disposing of 
the question of customs administration. Prior to the date when 
the Ways and Means Committee reported a bill in the spring of 
1913, two commissions had been at work under the direction of 
Secretary MacVeagh of the Treasury Department, for the purpose 
of examining into the situation of the customs service. One of 
these commissions reported on desirable changes in method of 
administration, the other on desirable innovations in the organiza- 
tion of the service. The Ways and Means Committee added to 
its bill, in the form of amendments to the existing customs adminis- 
trative act, many of the suggestions made by these two commissions. 
In the Senate most of the changes thus made were, as a result of 
the keen criticism of importers who did not desire to see the adminis- 
trative act strengthened, stricken out; but, in order that the 
Senate might not be charged with having unduly yielded, a pro- 
vision for a commission of investigation to report after a few 
months of work was inserted. This provision was later rejected 
during the conference on the bill, and simultaneously a few of the 
House amendments to the customs administrative act were restored. 
Among these, one important example is afforded by the clause 
forbidding brokers and attorneys to charge contingent fees in 
customs cases, it being believed that such contingent fees were 
a source of evil. Another example is seen in the establishment of 
a protest fee, designed to reduce the number of appeals from deci- 
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sions of the appraising authorities. Both changes were intended 
to act as a check upon the rapacity of speculative customs brokers 
and attorneys co-operating with importers of the lower grades 
to mulct the government of as much revenue as possible through 
the wide application of over-favorable interpretations of various . 
tariff provisions. At present, both points are still the subject of 
litigation opened immediately after the passage of the act in the 
effort to secure a reversal of the action taken by Congress. But 
however such litigation may turn out, it will undoubtedly be con- 
cluded that a service has been rendered to the movement for 
sound management of the customs laws by inserting the pro- 
visions, particularly as it is fair to expect that a hostile decision 
by the courts will be the occasion for a re-enactment designed to 
give effect to the manifest wishes of Congress. 

Other changes of procedure, some of them of not a little inter- 
est and importance, have been included in the remodeling of the 
customs administrative laws. Without attempting at this point 
a technical study they may be generally approved, and it may 
fairly be said that the act as thus revised is a better measure than 
that which preceded it. It is not, however, an adequate or thor- 
ough revision and should not be allowed to remain long on the 
books in its present form. Experience has shown that the system 
of administration provided by it is unsatisfactory and that it lacks 
severity at some points while proving unduly inquisitorial at 
others. It retains concessions to selfish interests eager to profit 
by technicalities which enable them to extort money from the 
Treasury. These concessions have in many instances survived 
from the former régime when they were, occasionally at least, 
inserted with the intent to afford loopholes for the recovery of 
claims. More extensive and more scientific study of the customs 
administrative act, and a more thorough and courageous revision 
of it would have been desirable had time and other conditions 
permitted during the course of the tariff struggle of 1913. The 
failure thus to reorganize the measure can only defer remedial 
measures to a future date when they must certainly be undertaken. 

The fiscal results of the act of 1913 will undoubtedly be one of 
the tests by which it will be most directly judged. As a revenue- 
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earner the tariff has assumed an almost indispensable place in the 
federal scheme of taxation. Without it, the government could 
not expect to meet as easily as it now does the tremendous burdens 
imposed upon it by reason of the extravagance of Congress and the 
cries of local interests demanding “pork-barrel” appropriations. 
Predictions as to this income-producing power are necessarily 
untrustworthy. No one can forecast the exact effect of a change 
in duties, still less the combined effect of hundreds of such changes. 
The estimates compiled for the use of Congress are in almost 
all cases based upon the assumption that the amount of the imports 
of goods will be the same under the new tariff as under the old. 
If that assumption should be correct the revision of the duties 
would be stripped of the wider meaning ordinarily attributed to 
it. In fact no such assumption can fairly be accepted. Changes 
in duties, if they amount to anything, will at least tend to stimu- 
late or to retard importations, although none save bigoted protec- 
tionists will take the view that they are the primary influence 
affecting international currents of trade. A few broad generaliza- 
tions can, however, be made. Assuming a fairly stable, or only 
moderately increased, volume of importations, the new tariff 
will doubtless result in a decreased income, this decrease, however, 
coming in a very large measure from a relatively small number of 
items. Sugar, for example, when completely free will probably 
cut nearly $50,000,000 annually from the government receipts, 
and the transfer of wool to the free list will eliminate about $15,- 
000,000. Besides the prospective loss of the sugar duties and 
the more immediate loss of those on wool, it may be estimated 
that the transfers to the free list will cut off $14,000,000 of revenue, 
while transfers from the free to the dutiable schedules will bring 
in perhaps $5,000,000, the difference—some $9,000,000—repre- 
senting a net loss practically certain to be incurred. 

This belief is borne out by the incomplete results of the three 
months since the adoption of the new tariff. The Treasury was 
at the end of January about $20,000,000 behind, this amount repre- 
senting, certainly in part, a shortage of revenue at least technically 
due to the tariff changes. Whether it and subsequent shortages 
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will be made up by the later returns to be obtained from the 
income tax is a question still to be settled. 

When all has been said, and when every criticism has been 
registered, the fact will remain that the tariff reduction of 1913 
was not only (1) real, but (2) sincere; (3) courageous in striking 
at intrenched interests which no longer needed protection for any 
purpose save the safeguarding of profits; (4) sound in essential 
principle; (5) likely to be effective in preventing undue advances 
of price; and (6) within the limits of ascertained facts and data 
with reference to the competitive power of various industries. 
While conceding all these points, the unbiased observer will admit 
with equal freedom that the new tariff contains (1) some mistakes 
of judgment, among them the absolute removal of duties on sugar; 
(2) some errors of tactics and technique, as seen in the customs 
administrative act, and the associated provisions to which excep- 
tion has already been taken; (3) some concessions to local political 
considerations, as in the case of the retained metal duties and the 
tariff on goat hair, already referred to; and undoubtedly (4) some 
extreme applications of the ad valorem principle. Taken all in 
all, however, the measure is fair, workmanlike, and sound. It 
constitutes an immense advance over preceding legislation and 
reflects great credit upon its framers and promoters because of 
their single-mindedness, honesty, and skilful performance of duty. 


H. PARKER WILLIS 
New York City 





SOME ASPECTS OF THE MINIMUM WAGE 


The principle of the minimum wage has been accepted by at 
least nine of our state legislatures and provision made for the regula- 
tion of the wages of women and minors employed. Massachusetts 
led the way by adopting an emasculated measure in 1912. Wis- 
consin, Minnesota, Washington, Oregon, California, Colorado, 
Nebraska, and Utah have followed in 1913—all of these adopting 
laws for the authoritative fixation and enforcement of minimum 
standards. Though they have acted adversely or adjourned with- 
out action, the legislatures of several other states—among them 
Illinois, New York, Pennsylvania, Ohio, Kansas, Missouri, and 
Tennessee—have had similar measures under consideration. The 
minimum-wage movement is making great headway, and, unless 
checked by the courts or found undesirable in practice, seems 
destined to become fairly general in the United States. 

No doubt the increasing cost of living has had not a little to do 
in commending this new branch of labor legislation to public favor. 
The rise of prices has brought great sacrifice to all, who have slowly 
changing incomes. Yet, in the last analysis, the minimum-wage 
movement is but one evidence of a quickened public conscience 
which is begetting progressive legislation along diverse lines. New 
standards are being set for corporate business, for promoters’ 
activities, for the use of natural resources, as well as for working 
conditions in mine, factory, and store. Though labor legislation 
has lagged behind our working ideals, two decades have witnessed 
the enactment of far-reaching measures for the conservation of 
childhood in almost every state of industrial consequence. Though 
only a few states have established the eight-hour day with rigid 
regulations designed to conserve the interests of women and youths 
gainfully employed, almost three-fourths of the state legislatures 
have legislated less radically upon this subject and thus set stand- 
ards of some kind. A few years have witnessed a remarkable sub- 
stitution of compensation or insurance for the method of suit for 
damages under the law of employers’ liability for injuries sustained 
in the course of duty. More than a beginning has been made in 
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the sanitation of workshops, and at least a beginning has been made 
in the prevention of industrial accidents and occupational disease. 
All of these branches of labor legislation have as their object the 
conservation of human life, health, and efficiency, and the safe- 
guarding of a modicum of opportunity. And now the regulation 
of wages is advanced as the next logical step in this program of 
human conservation. It is urged as the keystone of the arch in 
labor legislation. 

The demand for better wage standards for women and minors 
in this country is not new. It took on definite form some twenty 
years ago when the Consumers’ League was organized. That 
organization, with its national and local bodies, attempted to secure 
desirable standards of wages, hours, sanitation, and child labor by 
arousing public opinion and causing purchasers to buy goods pro- 
duced under desirable conditions from dealers who observed high 
standards in the treatment of their employees. This method of 
attack, however, was not entirely successful. While it had the 
greatest educational value, more than fifteen years of experience 
proved that, even with the greatest effort carefully expended, an 
adequate appeal could not be made to the great body of purchasers 
and that those employers who handicapped themselves by observ- 
ing high standards were frequently undermined by other employ- 
ers who were less scrupulous. The Consumers’ League was finally 
forced to the conclusion that the attack upon undesirable conditions 
must be made through positive law, general and inclusive in its 
application and authoritative in its demands. Accordingly in 1908 
the application through law of the principle of the minimum wage 
was made a part of its Ten Years’ Program.’ It has been largely 
by organized effort under the leadership of the Consumers’ League 
and the Women’s Trade-Union League that the minimum wage has 
been kept before the public and that the movement has taken on its 
present proportions in this country. 

The problem being attacked by this wage legislation is a serious 
one. It is true that, as compared with the wages of Great Britain 


*A convenient summary of the experience of the Consumers’ League will be 
found in an article by Mrs. Florence Kelley, “‘ Minimum Wage Boards,” in the Ameri- 
can Journal of Sociology, XVII, 303-14. 
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and the countries of Continental Europe, our level of wages is high. 
It is a well-established fact that they are considerably higher here 
than in Great Britain, and still higher than in France, Germany, 
and the other industrial countries of Europe. Nor is the difference 
in the cost of decent living so great as has been generally supposed. 
The general body of laborers in the United States occupies a superior 
position. Yet, it must be admitted that there are hundreds of 
thousands of women in the United States engaged in the “home 
trades,” factories, and stores, who are not earning a living wage. 
In recent years the United States Bureau of Labor, the Immi- 
gration Commission, the Massachusetts Minimum Wage Commis- 
‘sion, the Social Survey Committee of the Consumers’ League of 
Oregon, some of the state bureaus of labor, and several social 
workers have presented in usable form a mass of acceptable data 
relating to the earnings and living conditions of women workers." 
In cities like Chicago, New York, and Boston, it is generally agreed 
that with economy a single woman cannot live decently and main- 
tain her efficiency on less than $8 per week. Yet the federal 
Bureau of Labor found from the payrolls that of the women and 


girls employed in eight department stores in the city of Chicago, 
6.2 per cent earned less than $4, 23.3 per cent less than $6, and 
53-4 per cent less than $8 per week.? From its investigation of 
women and girls employed in stores in New York, Chicago, Phila- 
delphia, St. Louis, Boston, Minneapolis, and St. Paul—seven cities 
in all—the Bureau found that of those living with their families, 
34.6 per cent earned less than $6, and 68.7 per cent less than $8 


* Much valuable data bearing upon these subjects may be obtained from the pub- 
lications in the following list: United States Bureau of Labor, Report on Condition 
of Woman and Child Wage-Earners in the United States (in 19 volumes), 61st Cong., 
2d sess., Senate Doc. 645, especially Vols. II and V; United States Immigration Com- 
mission, Reports, 61st Cong., 2d sess., Senate Doc. 633, especially those on the textile 
trades; Massachusetts, Report of the Commission on Minimum Wage Boards, 1912; 
Oregon, Consumers’ League, Social Survey, 1913; Streightoff, Distribution of Incomes 
in the United States; Streightoff, The Standard of Living; Butler, Women and the 
Trades; Byington, Homestead: Households of a Mill Town; Chapin, The Standard of 
Living among Workingmen’s Families in New York City; More, Wage-Earners’ 
Budgets. 

2 Bureau of Labor, Report on Condition of Woman and Child Wage-Earners in the 
United States, V, 107. 
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per week. Of those “adrift” (i.e., not living at home), almost one- 
fifth (19.3 per cent) earned less than $6, and almost three-fifths 
(58.6 per cent) less than $8 per week." 

Thus with reference to needs, the level of wages? of women and 
girls employed in stores is low. Yet even below this low level, the 
investigations show, are women’s wages in factories, where the 
employees cannot be said to be attracted by social opportunities and 
the desire to be well dressed. Taking the earnings of a representa- 
tive number of women and girls (sixteen years of age and over) 
engaged in the manufacture of men’s clothing in New York, 
Rochester, Philadelphia, Baltimore, and Chicago, where this indus- 
try is extensively localized, it was shown that 49 in every 100 earned 
less than $6 per week.* In Chicago they averaged $7.15 per week, 
in Rochester $6.93, in New York $5.74, in Philadelphia $6.00, in 
Baltimore $4.82.5 Taking 70 factories contributing 37.4 per cent of 
the output of men’s clothing in Chicago, it was found that 11.8 per 
cent of the women workers eighteen years of age or over earned less 
than $4 per week, 33 per cent less than $6, and 56.3 per cent less than 
$8.6 The annual earnings of a representative but smaller number 
(sixteen years of age and over), studied in detail, averaged $375.10 
in Chicago, $306.82 in Rochester, $277.86 in Philadelphia, and 
$291.66 in Baltimore.’ 

Still using the investigations of the Bureau of Labor, and pass- 
ing on from the earnings of women employed in stores and factories, 
to those of women engaged as “home workers’’—finishing clothing 
and doing other “‘sweated”’ work—we find a still lower level. A 
careful investigation of the clothing trade showed for a representa- 
tive number of “home finishers” average full-time weekly earn- 
ings of $4.52 in Rochester, $3.76 in Philadelphia, $3.34 in Chicago, 
$3.14 in Baltimore, and $3.06 in New York.* These wages are 
more or less typical of the whole range of the home trades. 

* [bid., p. 23. 

2See, e.g., Bureau of Labor, Report of Condition on Woman and Child Wage- 
Earners, V, chap. ii; and Illinois, Bureau of Labor Statistics, Reports for 1906 and 
I . 

~ Bureau of Labor, Report on Condition of Woman and Child Wage-Earners in the 
United States, I, 129. 
4 Ibid., p. 161. 6 Ibid., p. 172. 8 [bid., p. 227. 
5 Ibid., pp. 586-87. 7 Ibid., p. 172. 
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Employing a different source of information, the Massachusetts 
Minimum Wage Commission in 1910 found that earning less than 
$6 per week were 65.2 per cent of the women over eighteen years 
of age in the candy factories, 29.5 per cent of those in the retail 
stores, 40.7 per cent of those in the laundries, and 37.9 per cent 
of those in the cotton factories covered by its investigation. For 
those earning less than $8 per week the percentages become 93.1 
in candy factories, 60.4 in retail stores, 75.1 in laundries, and 66.8 
in cotton factories." 

These figures are not exceptional as regards women’s wages in 
the industries in which most of those gainfully occupied find employ- 
ment. That they are fairly typical might be shown by data drawn 
from other sources than those used. In view, then, of all the data 
at hand, it can no longer be disputed that a very large percentage 
of women earn less from their labor than is required to “maintain 
them in reasonable comfort, reasonable well-being, decency, and 
moral well-being” —a living wage as defined in terms of the new 
Wisconsin statute. 

Another fact no longer to be disputed is that women’s wages 
cannot be regarded in most cases as “pin money.” A very con- 
siderable percentage of women workers are not living with their 
families. The Bureau of Labor found the percentage to be about 
16; in Massachusetts it rose as high as 30. Again, many women 
are the heads of families and constitute their main support. More- 
over, it was found by the agents of the Bureau of Labor that 78.7 
per cent of the girls at work in stores in Chicago turned over all of 
their earnings to their families, and that all but 3.9 per cent con- 
tributed at least a part of their earnings to the family fund. Of 
those employed in factories, 81.3 per cent paid over their entire 
earnings, and only 1.5 per cent were not under the necessity of 
contributing to the support of their families? The data drawn 
from New York and other cities correspond fairly well to these, and 
give a statistical measurement of the well-established fact that the 
pecuniary needs of the girls and women at home are in the majority 


* Massachusetts, Report of the Commission on Minimum Wage Boards, p. 10. 
? Bureau of Labor, Report on Condition of Woman and Child Wage-Earners, Il, 
Pp. 25, 105. 
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of cases not less than are the needs of those who are “‘adrift.”” The 
low wages of women are not to be dismissed lightly as “pin money.” 
The Massachusetts Wage Commission was right when it said: ‘In 
the opinion of the Commission, the number who are working in 
order simply to add to their comforts or luxuries is insignificant.” 
There ‘are a large number of women who must maintain them- 
selves, . . . . many of these are called on to contribute also to the 
support of others .... [and]... . there is a large army of 
women upon whose assistance the welfare of their family groups 
depends in part.’”* 

How, then, it may be asked, is the deficit from low wages met ? 
By prostitution in aid of wages? Yes—in some cases, but such 
cases are-retatively few) It may be remarked, parenthetically, that 
if any considerable percentage of women employed lose their virtue 
—and the evidence is to the contrary—it is to be explained chiefly 
by the environment and the effort to secure favor and not by the 
rate at which they are paid. Virtue is protected in poverty almost 
as generally as in riches. How, then, is the deficit usually met? 
Frequently it is made good by charity, public or private. The 
Massachusetts Commission found that 22.1 per cent of all candy 
workers and 27.8 per cent of those “‘adrift’’ were in receipt of 
charitable assistance. Of those earning less than $6 per week, one- 
fourth (24.1 per cent) of the entire number, and one-half (50 per 
cent) of those “‘adrift”’ received aid in the form of charity. Of those 
employed in stores, 12.7 per cent, and of those employed in laun- 
dries, 15.6 per cent were in receipt of charity, here again the larger 
number being found among those earning less than $6 per week.? 
Nor is this all of the bill met by charity. Who knows what part 
of those supported entirely in tx is manner have been undermined 
by inadequate living? The bill must be paid in some way. If it is 
not met by either of the ways suggested or by family assistance, it 
must be paid in the kind of living which spells, in the long run if not 
in the short run, the deterioration of health and efficiency and the 
sacrifice of opportunities for more than a wretched existence. The 
agents of the Bureau of Labor found that the average, not the 

? Massachusetts, Report of Commission on Minimum Wage Boards, p. 17. 

2 Ibid., pp. 323-26. 
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minimum, outlay of factory women “adrift” in Chicago without 
family protection, for food, shelter, heat, light, and laundry, was 
$3.40 per week—or less than fifty cents per day. The average 
cost of food, shelter, heat, light, and laundry for women employed 
in stores and “adrift” was $4.77 per week—or sixty-eight cents 
per day." Now allow for the fact that these expenditures are aver- 
ages and that approximately one-half fall below the sums given, in 
some cases far below, then translate them into living conditions, as 
the Bureau of Labor does,” and the substantial basis is found for the 
demand for a minimum living wage as defined in the legislative 
measures enacted or under consideration. 

Measures, however, should be based upon an analysis of causes, 
and the minimum-wage measures should meet this test. What, 
then, are the causes of the low wages paid such large percentages 
of women at work? In some cases low wages are explained by 
youth and inexperience. Naturally the pay of beginners is low. 
Unfortunately it has been impossible to eliminate these entirely in 
this presentation of the problem by citing wage statistics for adults 
only. It must be said, however, that when wage data are compiled 
on the basis of length of service in the industry, they show that 
youth and inexperience are by no means the only important cause 
of low wages. A second cause is found, of course, in what may be 
called general “under-efficiency.’’ But after due allowance is made 
for this—and is not much of it due to under-payment ?—it is found 
that many who are neither young and inexperienced nor noticeably 
lacking in efficiency earn small sums because of a low level of wages 
in certain establishments or in an entire trade. A third and an 
important cause of low wages is found in exploitation by individual 
employers or by the force of circumstances in industry. 

One of the most striking facts brought out in all the investiga- 
tions of trade and industry is that there is no well-defined level of 
women’s wages in a given branch of employment. There is no 


t Bureau of Labor, Report on Condition of Woman and Child Wage-Earners in the 
United States, V, chap. v. 


2 Ibid., II, chaps. iv—-x. 
3 See, e.g., Bureau of Labor, Report on Woman and Child Wage-Earners in the 
United States, Il, 41-47, and V, 150-72. 
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standard. The scales differ greatly from one establishment to 
another either because of mismanagement and antiquated methods 
which do not permit some of the employers to pay more and make 
a profit, or because the employers exploit their laborers for an 
unusual gain. In either case, wages may be pushed down because 
of the absence or weakness of unions, the immobility and ignorance 
of the women, and the fact that there is an easy entrance to, but a 
congested exit from, the unskilled labor supply in which they find 
a place. In the candy industry of Massachusetts, for instance, 
“with its 41 per cent of adult women receiving less than $5 per 
week, a comparison of wage rates in different establishments shows 
that the lowest wages are confined to four (of eight) factories, in one 
of which, indeed, 53.3 per cent of the employees received less than 
$5, while the other seven factories paid not one single employee of 
eighteen or over so low a wage.’’ Nor was the flagrant case one of 
an establishment producing a low-priced product or making use of 
a notoriously inefficient labor force. ‘‘Similar differences between 
establishments were found in the stores and laundries” of Massa- 
chusetts, which means that inefficient management or antiquated 
methods or unusual profits obtained in some cases—any one of 
them at the expense of the employees. Elsewhere the situation is 
the same." 

These inequalities of wages in the same industries and occupa- 
tions are merely evidence of the fact, acknowledged by many em- 
ployers, that the rate of wages to a large degree depends upon the 
personal equation of the employers and upon the helplessness of 
their employees, and not to a very exact degree upon the cost of 
labor in relation to the cost of production. Yet, in some industries, 
as in home work in the clothing trade, the force of competition is 
such and so great that there is a tendency for wages to approach 
the standard set by the less scrupulous employers, with the result 
that the industry as a whole becomes “sweated.” 

Thus, the low wages of women are not, as many would have us 
believe, chiefly a matter of low efficiency. To a very considerable 


‘For variations in wages by establishments, see especially Massachusetts, 
Report of Commission on Minimum Wage Boards, and Illinois, Bureau of Labor Statis- 
tics, Report for 1908, on women employed in department stores. 
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extent they are due to exploitation. To a very considerable extent, 
also, they are due to the cutting of wages by employers in an effort 
to remain in business with poor business management and anti- 
quated methods. Inefficiency is not found in the labor force alone. 
In many cases it is made good in the management at the expense of 
the employees. To some extent the low wages are due to the fact 
that competition has operated in such a way as to reduce whole 
industries to the position of “sweated trades.”’ 

The minimum wage legislation is designed to meet the problem 
thus presented. It is not in its essence a demand that the young 
and inexperienced and the “under-efficient” shall be paid the same 
wages as the experienced and the efficient. It is designed to stand- 
ardize and to rid the trades of their capricious differences and to 
raise the level of wages where the plane of competition in the entire 
trade is low. While recognizing exceptional cases to some extent, 
by an exercise of the police power of the state it would generally 
make sufficient wages a first charge upon industry. 

Now, just what is meant by a “living wage,” and how is it to 
be established? Let the legislative measures answer as definitely 
as they will. 

Though the legislation enacted and that in prospect differs some- 
what from state to state, the Minnesota statute, approved April 26 
of last year,? may be employed to convey the most nearly accurate 
idea of what is involved in this new branch of labor law, where 
minimum wages for women or for women and minors are authori- 
tatively fixed. The Minnesota statute has created a wage com- 
mission of three, which may at its discretion and whose duty it shall 
be upon proper request to investigate conditions in any occupation 
where women and minors are employed. If, after investigation, 
this commission is of the opinion that the wages of one-sixth 
or more of the women and minors employed in an occupation are 
not “‘sufficient to maintain the worker in health and supply him 
with the necessary comforts and conditions of reasonable life” —a 


t This paper was completed in October; hence the regulations imposed through a 
few determinations now in effect have not been brought to bear upon this and other 
questions raised. 


2 Chap. 547, General Laws of 1913. 
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“living wage’’—it shall proceed forthwith to establish as a legal 
minimum a wage “sufficient for living” for women and minors of 
“ordinary ability” and, also, for “learners” and “apprentices.” 
The legal minimum may be uniform for a trade or occupation 
throughout the state or may vary from one locality to another. In 
doing this work, the commission may employ in each case an 
advisory board, such board to consist of three sets of representa- 
tives. The workers and the employers are to be represented 
equally by from three to ten each, and the public by a number not 
exceeding that for each of the other two groups. At least one- 
fifth of the members of the board shall be women, and, so far as 
practicable, the employers and employees shall elect their own 
representatives. The board thus constituted is by majority vote 
to make a recommendation after investigation, to the wage com- 
mission. When the commission of its own initiative draws up a 
tentative order, or when it receives a recommendation from an 
advisory board, a public hearing is held. The proposed rates are 
reviewed and amended and approved, or referred back to the same 
advisory board or to a new one for further consideration. When, 
after investigation and a public hearing, a standard or standards 
are finally decided upon, an order is made establishing such stand- 
ards as the lawful minima, and this order is mailed to employers in 
the trade to be posted by them in their establishments. Later, 
upon its own initiative or upon the petition of interested employees 
or employers, the commission may reconsider and modify its order, 
or continue it in effect without change. In order that the physically 
defective may not be unduly handicapped in securing employment, 
provision is made whereby they may obtain permits to work at 
fixed special (time) wages, but in no event may these workers 
exceed one-tenth of the whole number employed in any establish- 
ment. The penalty for paying less than the general or the special 
minima, as the case may be, or for violating any provision of the 
statute, is a fine of not less than $10 or more than $50, or imprison- 
ment for not less than ten or more than sixty days. No contract 
to accept less than the legal rate is binding, and those who are paid 
less than the legal rate may recover the difference, together with 
court costs and attorney’s fees. 
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These are the essential provisions of the Minnesota statute. 
Several variations in the measures adopted or considered in the 
other states should be cited. By far the most important of all is 
that under the Massachusetts and Nebraska laws and the defeated 
Illinois bill, the observance of standards set by the wage commis- 
sion would be enforced only by the pressure of public opinion 
brought to bear upon employers who refused to accept the same— 
such employers being advertised in the public press.' This is not 
a completely authoritative system, for the acceptance of the rates 
established is not compulsory. The Utah statute and the very 
properly defeated Kansas bill present another type. In Utah, uni- 
form minimum rates for the state for women, learners, and minors 
have been established, without investigation and without the inter- 
vention of a state commission or of wages boards. The specific 
standards are imposed by the legislature. In some states the 
“living wage” is defined, not as that which shall be “sufficient to 
maintain the worker in health and supply him with the necessary 
comforts and conditions of reasonable life,” as in Minnesota, but 
as that which will safeguard “health and morals”—a distinctly 
lower standard. In most cases the provision relative to the grant- 
ing of special permits is more liberal than in Minnesota where they 
may be granted to the physically defective alone. Finally, in 
Massachusetts and Nebraska when the claim is made that a stand- 
ard set would imperil the industry and profits, the courts must 
review the standard and may set it aside. In this statute the 
principle is compromised and an immediate living wage may be 
made secondary to profit or business success. Under the other 
statutes adopted the application of the living wage principle is 
made mandatory in the regulated trades. 

Thus, speaking generally, the minimum-wage laws would make 
a “living wage” a first charge upon the industries brought under 
regulation, special cases excepted. They contemplate the imposi- 
tion of a standard rate or of standard rates like those established by 
collective agreements between employers and labor unions, except 
that in this particular case the minimum established for adults is 


* For the main provisions of the minimum-wage laws adopted by Massachusetts and 
the other states, see the tabular analysis presented in the appendix, infra. pp. 156-59. 
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based upon the necessary cost of living of the individual of a kind 
that will safeguard health and morals. For the young and inex- 
perienced, for learners and apprentices, suitable standards shall be 
imposed. The expectation usually is that this will be done so far 
as possible by a method not far removed from collective bargaining, 
the three parties to the matter—employers, employees, and the 
public—being represented. 

Though the first of our American minimum-wage laws are just 
now going into effect, the world has had seventeen years’ experience 
in such regulation. It began in Australia in the state of Victoria 
in 1896, and has since become fairly general as regards both men 
and women in most of the other states of that country. In many 
cases, it may be remarked, its more general application was made 
at the request of employers. A few years ago the Victorian system 
was applied to four badly sweated British trades in which many 
women were employed, and last year, in modified form, it was 
applied to the British coal trade in order to bring about industrial 
peace. In view of foreign experience and general considerations, 
what are likely to be the results of our legislation? What will it 
accomplish? What new problems will the attempt to solve the 
problem of low wages probably raise? Is it wise legislation so far 
as it goes? If so, are additional measures called for to supplement 
it? If not, where shall we look for a solution of the serious problem 
of low wages ? 

The first result to be expected is that the formation of wages 
boards will bring about a certain amount of organization of the 
employees in the trades regulated; most of them have been with- 
out effective organization, partly because of the difficulties involved 
in organizing such workers as are employed in these trades, partly 
because of the hostility employers have generally shown toward the 
organization of theiremployees. In Great Britain this has been the 
result; it may be expected here, where wages boards are used in 
establishing a minimum wage. This organization will be accom- 
panied by something not far removed from collective bargaining, 
which should introduce a great deal of elasticity, whatever the law 
may be. It should go far to prevent such drastic action as would 
react quickly upon the interested parties. Yet it is not improbable 
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that some drastic action will be taken, for the character of the 
regulation will reflect the personnel of the commissioners. 

The second and perhaps the most important result will be that 
wages will be standardized to an extent, and exploitation by unscru- 
pulous employers will be checked. The employers who pay good 
wages will be protected against the undercutting of those who are 
less scrupulous or less competent. 

A third result will be a leveling up of wages in the regulated 
trades. Where piece rates are paid and these are not sufficient to 
permit the great majority of adults to earn a living wage—as is 
generally the case in “home work”—these will be increased, per- 
haps radically in the “‘sweated trades.”” The number who are 
employed on a time basis and earn less than a living wage will be 
reduced. Thus the average of wages paid women workers will be 
increased unless those who would otherwise be paid more than the 
minimum are compelled to accept lower wages. 

A fourth result will probably be that some of those who are now 
earning more than a living wage on a time basis will have their 
wages reduced. The union rate has had that effect; some of those 
of more than average efficiency have been sacrificed to an extent. 
The regulation of wages in the Australian states, also, is usually 
reported to have had this incidental effect. Employers will be 
compelled to make some readjustments and will no doubt level 
wages down in some of those cases where they can. But, state- 
ments frequently made to the contrary notwithstanding, wages will 
not be leveled down until they become uniform for all employees 
regardless of differences in efficiency. Such is not the object of 
this regulation and such has not been the result elsewhere. The 
minimum time-wage does not become a uniform wage paid to all. 
In Victoria, for example, where wages are sometimes said to have 
been made uniform, we find in 1908 that of 48 women in a shoe 
factory, 10 received more than the minimum established by the 
wage board.’ In one clothing factory, 146 women were paid the 
minimum of 20s. a week, 44 more than that sum. In another 
clothing factory, 28 per cent, and in a dressmaking factory, 38 per 


t Aves, Report on the Wages Boards and Industrial Conciliation Acts of Australia 
and New Zealand, 1908, pp. 48-50. 
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cent received more than the minimum established. These are 
typical cases. Payment above the minimum rate does occur. 
Indeed, the most recent American investigator of the system denies 
that there has been any leveling down whatever.’ In the case of 
piece wages, of course, any leveling down is practically out of the 
question. All are enabled to earn more at the higher rates if the 
rates are increased. 

As a fifth result, various petty abuses by the less scrupulous 
employers will be checked, such as exacting payment for this, that, 
and the other thing—drinking water in the mills at Lawrence, 
Massachusetts, for example—and the imposition of arbitrary and 
exorbitant fines. The methods of the better employers will be 
imposed to a considerable extent upon others. 

As a sixth result, business will be injured at certain points. 
Home work will be curtailed, for its chief advantage is found in the 
fact that the labor supply is obtained for less than is paid in fac- 
tories and shops. Likewise, those employers whose business is 
poorly managed or whose methods are antiquated will suffer loss 
unless they can overcome the handicaps under which they labor. 
The net result will be that the more efficient firms and the more 
efficient forms of organization will gain at the expense of the less 
efficient when the subsidy of cheap labor is denied the latter. 
Though this will work a certain amount of hardship, it is improper 
to subsidize inefficient management and antiquated methods at the 
expense of the health and efficiency of the employees. 

As a seventh result, this legislation, being confined to certain 
states, may be expected to depress the industries of the regulated 
localities and build up those of other localities where such regula- 
tion does not obtain, in so far as competition is effective beyond 
state boundaries. Such has been the effect of the regulation of the 
hours of labor and of child-labor legislation. These regulations have 
placed a premium on the location of factories in those places where 
the labor of women and children could be had on the most profitable 
terms. But any such change in the location of establishments 
will be limited to those engaged in highly competitive interstate 


*Hammond, in Annals of the American Academy of Political and Social Science, 
July, 1913, pp. 13 ff. 
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industries. Laundries, stores, and factories supplying a local need 
will of course not migrate beyond the jurisdiction of a minimum- 
wage law. And in the case of textile factories, box factories, and 
the like, any tendency to migrate will be checked by the fact 
that wages are only one element, and frequently a small element, 
in cost. On the whole, the setback of the regulated localities will 
not be noteworthy unless the regulation of wages is very radical. 

To a certain extent prices will be increased and the cost of living 
will rise. Frequently when labor has been organized and has 
secured higher wages and better labor conditions through the pres- 
sure of the strike and the boycott, consumers have had to pay more 
for the laborers’ services and products. Organization of labor in 
the building trades has been responsible in no small degree for the 
rise in rents, and in the laundry trade for the increase in prices for 
laundry work. Where competition is local, the consumer must pay 
a price sufficient to cover expenses and yield an adequate profit. 
Profits can be reduced somewhat in aid of wages, but not greatly 
nor for long. Moreover, in some cases an increase in wages is likely 
to be used to bring about an increase in prices out of proportion to 
the increased cost of doing business, for, after all, the rate of profit 
for a time in certain trades depends upon how much the traffic will 
bear, and an improvement in working conditions may be used to 
cause the traffic to bear more. Yet, while the consumer will in 
some instances have to pay more than he now does in order to 
make possible the payment of living wages, two observations must 
be added. In the first place, when competition does not turn upon 
the possibility of cutting wages, the employer’s attention is likely 
to be centered upon ways to improve his equipment and methods 
and to increase the efficiency of his working force. In many cases 
it is likely that it will be found possible to pay higher wages with- 
out increasing prices to the consumer and without reducing profits. 
The other observation is that the public has no claim to products 
and services at prices not sufficient to keep the average worker in a 
fair state of health and efficiency. Consumers should not be sub- 
sidized to the sacrifice of those who, through their employers, serve 
them. Especially is this so in those cases where the consumers are 
materially better off than the laborers. 
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As a ninth effect, some of those who work will be displaced and 
will be unemployable at the standard rates set. The employer will 
not, for any great length of time, continue to employ persons who 
are not worth to him the price he must pay. Im so far as permits 
are not granted to persons of less than the average efficiency to 
work for less than the usual wage, there will be a tendency to weed 
them out of the working force, in some cases substituting men for 
them, and in others making use of mechanical devices—as in hand- 
ling cash in stores, now made the less expensive method. Any 
such displacing effect is likely to be very greatly exaggerated, how- 
ever. Australian experience confirms this view. The tendency to 
displace should be checked by a number of counteracting influences. 
Any downward leveling of the wages of those who receive more 
than a living wage will make it possible for the employer to pay 
living wages to those who have had less. To a certain extent the 
readjustment is likely to be made by lumping the efficient and the 
“under-efficient,” where time-wages are paid. The second of these 
checks is found in the fact that when employment depends upon 
efficiency and not upon willingness to accept starvation wages, 
many will show more efficiency and be worth more. They will 
exert themselves to keep their positions. Moreover, the health and 
vigor of those who are paid least now will be improved when they 
earn more. It is not unlikely, also, that further effort will be made 
by employers than is now witnessed—and there is not a little of it— 
by instruction, efficiency management, and what nat, to increase 
the efficiency of the working force. And, finally, most of the work 
must still be done by the classes whose wages are regulated so that 
a readjustment of prices will take place sufficient to make the 
majority worth the while to employers at the wages set. As a 
result of these checks and the granting of permits to work at lower 
special rates to some of those whose efficiency has been undermined, 
the net effect is likely to be little more than that a clearer line 
will be drawn between those who are more and those who are less 
efficient, and that more of the unemployment will be concentrated 


* For the early displacement under the wages board system in Victoria, see Aves, 
Report on the Wages Boards and Industrial Conciliation Acts of Australia and New 
Zealand, pp. 59-61. 
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upon the latter and upon the “home workers”’ whose employment 
is likely to be considerably curtailed when low wages cannot be 
paid. The problem of the unemployables thus created is a serious 
one. It is especially serious in the case of “home workers,” the 
great majority of whom are defective or else charged with the care 
of young children or with household duties, so that they cannot 
leave the home to work elsewhere for any considerable length of 
time. Most of them cannot fit into the industries conducted along 
what we have come to regard as normal lines." 

In the tenth place, the regulation of the wages of women and 
minors will protect male adults to some extent against the dis- 
astrous effects of the underbidding by these classes. It will tend 
to remove the premium which has been placed upon the labor of 
women and youths because of the low wages they accept. 

An eleventh result should be that the number of strikes in the 
textile and the garment trades will be diminished and the advance 
of such revolutionary organizations as the Industrial Workers of 
the World checked. In Victoria and the other Australian states 
where wages and the conditions of work are determined by wages 
boards, strikes have been of less frequent occurrence than before, 
because the machinery for the determination of what is fair is at 
hand and the pressure of public opinion to make use of it is strong. 
Moreover, the method of arriving at a fair wage may of itself teach 
the workers that after all there is not the absolute separation of 
interests which the oppressed at present are likely to assume to 
exist. Any reduction of the number of strikes, when adequate 
machinery is devised for solving difficulties, will be a decided gain 
to employees, employers, and the public which is frequently taxed 
to make good losses which have been incurred and to provide the 
necessary police force to maintain law and order. That the check- 


* Thus, of 674 women engaged in home work, investigated by the agents of the 
Bureau of Labor, 590 were married and 556 of these were living with their husbands. 
Only about 5 per cent of the entire number were single. Of the 590 married women, 
451 had young children to care for, and almost one-half of them had children under 
three years of age. The annual earnings of the husbands in the above cases averaged 
but $291. See Bureau of Labor, Report on Condition of Woman and Child Wage- 
Earners in the United States, I, chap. v. 
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ing of any revolutionary feeling, by striking at fundamental causes, 
is of importance will be generally accepted without question. 

And, finally, a dificult administrative problem in the enforce- 
ment of wage standards will certainly develop. The setting of 
standards for the hours of labor, sanitary conditions, and child labor 
has brought with it acute problems of this kind. To meet them, 
legislation has become more and more rigid in its details designed 
to secure enforcement, and the inspection service has had to be 
strengthened. And yet, it cannot be said that we have been more 
than indifferently successful in those states which have made the 
greatest advance in the matter. In so far as home work is cur- 
tailed by the application of the minimum-wage principle, the 
enforcement of child-labor and sanitary regulations will be rendered 
less difficult. But to secure the enforcement of a wage standard itself 
will be a problem. Those who fear loss of employment will fre- 
quently bargain with their employers to accept less than the stand- 
ard set, and the ease with which books may be falsified and the 
impossibility of detecting violation except from an examination of 
the books or upon complaint of the parties paid less than the 
required sum will frequently cause the less scrupulous employers 
to incur the risk of being penalized for an infraction of the law. 
Such has been the experience of Victoria. Moreover, the provisions 
of the law in some cases will no doubt be evaded by substituting 
the method of sale of materials and purchase of finished products 
for the wage relation assumed in the statutes. And, finally, the 
principle involved in the law will be violated where those who do 
not secure employment set up a miserable handicraft industry on 
their own account. While sweating in the old form was stamped 
out in Victoria, some of those who were sweated before wages were 
regulated have led a still more miserable existence as manufac- 
turers and vendors on their own account. 

In the opinion of the writer the imposition of wage standards 
without the intervention of wages boards, as has been done in Utah 
and as was planned in Kansas, is worse than of doubtful value. 
Without such wages boards and the incidental organization to 
which they may give rise, evasion will probably become widespread 
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and the law break down. But where, on the other hand, use is 
made of wages boards, where the standards set are made to fit more 
nearly the needs of the situation, and the labor force is incidentally 
organized more or less successfully, then a part of the necessary 
machinery to secure enforcement will be set up. The non- 
observance of standards is in such cases likely to come to the 
knowledge of the leaders among the workers, and the penalty of 
the law is more likely to be visited upon offending employers against 
whom complaints are lodged with the proper authorities. The 
wages-board system, it seems to the writer, is indispensable to the 
successful application of the minimum-wage principle. And, even 
with it, the problem of enforcement is likely to be more difficult 
than that we have experienced in connection with other branches 
of labor legislation. 

These are, I think, the effects which may be expected to flow 
more or less immediately from the regulation of wages of women 
and youths under the minimum-wage laws being enacted. Of 
course far-reaching and disastrous results would follow upon very 
radical regulation. In the system itself, however, I see nothing of 
necessity revolutionary, little which would run counter to the work- 
ing of economic laws operating under normal conditions, and very 
little which might discourage the expansion and limit the net results 
of our industry. I see no reason to think it will discourage efficiency; 
rather will it emphasize efficiency on the part of employers and 
employees. I see nothing which will necessarily curtail materially 
earned profits or the return to capital, so that industrial enterprise 
and the formation and investment of capital need not be dis- 
couraged. 

If the conviction expressed with reference to the problem of 
enforcing the observance of standards is well founded, the success 
of minimum-wage legislation will depend largely on how the prin- 
ciple is applied. If properly applied, it will reduce industrial 
friction, check a non-constructive radicalism, diminish exploitation, 
tend to standardize wages where desirable standards are not set by 
the free play of economic forces, and work to rid us of those indus- 
tries, forms of organization, and establishments which can only 
maintain themselves by undermining the health and efficiency of 
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the average woman worker employed in them. Yet it should be 
evident from the analysis made that such regulation is not an entire 
solution of the problem of low earnings. The living wage for 
women and minors is an individual living wage—not a guaranty of 
income sufficient to maintain the widow with children who need 
opportunity and care as well as support. It is designed to establish 
standards; it is not a guaranty of employment to those who are 
noticeably deficient in ability and industry. The higher the stand- 
ard set, other things remaining the same, the greater the friction and 
loss incident to readjustment, and the greater the number of the 
unemployable. The minimum wage, if accepted, should be merely 
a part of a program of social prevention and care." 

To the minimum wage should be added a carefully safeguarded 
system of mothers’ pensions in order to have a closer approach to 
a solution of the problem of inadequate earnings. And, better 
still, the need for mothers’ pensions must be eliminated so far as 
possible by the prevention of industrial accidents and occupational 
diseases, and by the provision of insurance based upon the needs 
of the family group where the campaign of prevention does not 
succeed. There must be instituted also such means as labor 
exchanges to fit those who are displaced into the proper niches in 
so far as they can be provided with employment on acceptable 
terms. And to these must be added measures designed to increase 
the efficiency of those among the unemployable who are not hope- 
less cases. For those who are hopelessly inefficient and are weeded 
out by the standards set, and for others who may be for the time 
unemployed, provision in suitable form must be made. Most of 
those who will be unemployable are not self-supporting now; they 
should not be; with the regulation of wages it is simply a question 
of the best form for philanthropy to take. 

At the outset it was stated that the movement for a minimum 
wage seems likely to become general unless checked by the courts.” 
Whether a check will be applied by the courts remains to be seen, 

? With reference to this, see Seager, in Annals of American Academy of Political 
and Social Science, July, 1913, pp. 1-12. 

?For discussion of the legal aspects of the minimum wage, see Massachusetts, 


Report of Commission on Minimum Wage Boards, pp.22-24, and Holcombe, “‘The 
Legal Minimum Wage in the United States,” American Economic Review, II, 19-37. 
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for no case has as yet been adjudicated. One question which wil] 
be raised is whether or not permitting a wages commission to fix 
minimum wages is not an unconstitutional delegation of legislative 
power. With reference to this, it would seem that the laws enacted 
have been so framed that they will probably succeed in meeting the 
test. They lay down the principle to be applied and make unlaw- 
ful the payment of less than a minimum as defined, and leave it to 
a commission to decide what rates are necessary to meet the require- 
ment thus fixed upon by the legislative branch of the government. 
In other branches of regulation, as for example, in the fixing of 
railroad rates, commissions have exercised this function of deter- 
mining the specific conditions which should be imposed in order to 
make the requirements of the law effective. The wages commis- 
sions provided for will have no more legislative power than that 
now exercised by other commissions with the approval of the courts. 

The fundamental question which will arise is, however, whether 
this regulation is a proper exercise of the police power, or whether it 
is not an improper infringement of the right of free contract and does 
not amount to taking property without due process of law. With 
reference to this, it is said, there is no logical distinction to be made 
between exacting standards with regard to wages and exacting 
standards with regard to the hours of work for women, sanitation, 
and the like, which, within limits, has been held by the courts to be a 
valid exercise of the police power in the protection of health, morals, 
and social welfare. Stripped of all unessentials, the question as to 
whether or not any given regulation of labor conditions is a valid 
exercise of the police power depends largely upon the opinion of the 
trial court as to the desirability of regulation to meet the problem 
attacked. Just so will it be with the regulation of wages. No new 
principle is involved. The outcome will depend largely on how well 
the problem and the order are presented to the court and how well the 
given case is defended—just as shorter hours for women have been 
held to be valid only when carefully presented. That law is most 
likely to be sanctioned by the courts which makes use of wages 
boards and requires a unanimity of opinion on the part of at least two 
of the three sets of representatives before action is taken. Standards 
thus set with a mass of evidence carefully compiled as a basis for 
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their imposition should receive most careful consideration by the 
courts. Standards otherwise set are much more likely to meet with 
court veto. But in cases involving the regulation of wages, the 
defenders of the law will probably labor under some handicaps thus 
far not experienced. The first will be that the relation between 
wages and health, efficiency, and morals, while perhaps none the 
less real than the relation between these and the hours of labor and 
sanitary conditions, is more difficult to establish and less immediate. 
The second will be found in the fact that personal habits and needs 
differ and a given uniform standard in wages will not fit all indi- 
viduals so closely as do standards in the other branches of labor 
legislation. A third will be that the court may question whether 
or not it is to be taken for granted that women should be normally 
self-supporting, when in a great majority of cases they are members 
of a family group with a common fund. A fourth will be that some 
are placed under a handicap and practically denied empioyment by 
the regulation of wages, as adult laborers are not, except in extreme 
cases, by other kinds of labor legislation. 

In concluding this discussion of the minimum wage, it may be 
noted that its more advanced advocates plead for its application to 
adult males. It is being applied to men as well as to women in the 

The following table, compiled from the reports of the United States Immigration 


Commission, shows the average earnings of the heads of families employed in the 
industries specified, and the average of family income drawn from various sources: 








Number of | “Earnings of» | Average Annual 

umber o! o verage Ann 

Industry Households — Heads of | Family Income 
amilies 





Tron and steel 2,456 
Slaughtering and meat packing 1,039 
Bituminous coal mining 2,371 

manufacture 660 


of furniture 
of collars, cuffs, and shirts 
of leather, etc 














A very excellent presentation of American wage statistics will be found in chap. 
vi of Streightoff’s The Distribution of Incomes in the United States, ‘Columbia Uni- 
versity Studies in History, Economics, and Public Law,’’ Vol. LII, No. 2. 
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Australian states, and to miners of coal and to both men and women 
in certain sweated trades in Great Britain. It is argued that the 
need for a minimum wage for men is greater than for women, inas- 
much as men are normally the heads of families and are charged 
with the support of the other members. The theory of our laws is 
that normally the husband and father should be charged with the 
support of his family. Investigation has shown, however, that 
many men do not earn enough to support their families in decency 
(see footnote on p. 153). With reference to the application of the 
principle of the minimum wage to men, however, two things may 
be said. Whatever the opinion of the courts may be as to the 
propriety of regulating the wages of women and minors, it is 
unlikely that they would approve of a statute regulating the wages 
of men. The two sexes do not stand upon the same plane in the 
exercise of the police power. The courts have permitted the general 
regulation of the hours of women gainfully occupied. They have 
denied the right to regulate the hours of men in private employ- 
ment, except in extreme cases, as in mines.* An effort to regulate 
the wages of men is likely to defeat the effort to regulate those of 
women. 

Nor, in the opinion of the writer, is the regulation of the wages 
of men so essential. They have more competitive ability, are more 
capable of organization to conserve their interests, are more mobile, 
and have more avenues of employment open to them. There is a 
problem of low earnings among men, of course, but important causes 
of low wages among them, other than “under-efficiency,” are the 
large volume of low-standard immigration, the neglected immi- 
grants who swell the supply of unskilled labor, and the competition 
on unequal terms of woman and child laborers. The better solu- 
tion of the problem of low wages of men would appear to lie in 
attacking these important causes—“ under-efficiency”’ by industrial 
education which promises vastly more for men than for women; 
the large supply of unskilled labor by restricting the volume of 
immigration, by the adoption of an internal immigration policy 


* The position of the courts is well presented in Clark, The Law of the Employment 
of Labor. 
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which will raise the standard of the immigrant and bring about a 
competition on more nearly equal terms, and by securing a better 
distribution of the labor supply; the problem of the competition 
of woman and child laborers by applying to these classes in the 
best manner the principle of the minimum wage. 

H. A. Mitts 


UNIVERSITY OF KANSAS 
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PUBLIC CAPITALIZATION OF THE INHERITANCE TAX 


The whole capital of a nation is turned over once in every thirty- 
five years by the hand of death. In thirty-five years, by the 
grace of the all-powerful democracy and by its adherence to 
ancient custom, the whole wealth of the United States, tangible 
and intangible, worth at least one hundred and thirty billions, will 
pass from the powerful hands of those who now hold most of it 
to the weak hands of those whom the democracy loves little and 
fears not at all. The stupendous weight of $130,000,000,000 is 
resting upon a foundation of ancient custom, and in this age the 
most ancient of customs are disintegrating. It is cheap to prophesy 
that year by year an increasing share of this vast sum will find its 
way into the coffers of the state. 

Public appropriation of masterless estates may proceed slowly 
so long as the fiscal requirements are sufficiently provided through 
forms of taxation to which the public has long since adjusted the 
mode of its daily life. But there are new burdens to be assumed, 
and tremendous ones, just over the present horizon of the state. 
Pensions for the superannuated and disabled, relief for the sick, 
reformation of the outcast, subsidies for indigent motherhood, 
conservation of child life and of the human resources we now neg- 
lect through parsimony in educational effort are among the burdens 
which the state will in the end be forced to assume. Whether we 
approve or disapprove of the state assumption of responsibilities 
of this nature, as dispassionate observers of historical tendencies, 
we are compelled to admit that in every modern state the party of 
‘social reform” is making rapid headway. There is in the exist- 
ing social constitution no opposing force powerful enough to pre- 
vent the ultimate realization of part, if not of the whole, of the 
program of the social reformers. With the new fiscal burdens that 
will have to be assumed, new sources of revenue must be found, or 
old sources must be made more fruitful. It is a realization of this 
situation that fixes the eye of the democracy upon the vast mass of 
wealth passing each year from the able hands of its accumulators 
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to the hands of all but passive heirs. What profit shall the democ- 
racy fix for itself on death’s turnover ? 

The theory of inheritance, in consequence of the acquisition 
of political power by the middle class, underwent a subtle, but 
significant, change. Under the conditions of an aristocratic 
society the privileges of inheritance carried with them the obliga- 
tion to exercise certain functions of political and social importance. 
Propinquity or remoteness of relationship of decedent and heir 
had no bearing upon the political and social functions supported 
by anestate. If, then, the sovereign placed a burden upon inherit- 
ances, it fell, as a rule, upon all alike. Under the conditions of a 
mercantile or middle-class society, inheritance is a privilege shorn 
of obligations. No recognized social or political functions devolve 
upon an heir on his succession to an estate. Fulfilment of the 
decedent’s wishes, expressed, implied, or imputed, becomes the 
sole recognized justification of inheritance. Accordingly the way 
lies open to a differentiation of burdens between heirs of differing 
degrees of propinquity. With the progress of commercialization 
state after state has accepted the principle of the differentiated 
collateral inheritance tax, until, at the present time, there is scarcely 
a country of any consequence that does not employ it, either in 
its national or in its local financial system. 

Not less interesting than the steady advance of the collateral 
inheritance tax from one jurisdiction to another is the gradual 
transformation in structure that the tax is undergoing. A study 
of comparative rates of inheritance taxation leads frequently to 
baffling results. Many of the characteristics of a particular rate 
system must be referred to imitation of foreign laws, often evolved 
at an earlier time and under widely different conditions. We are 
able, nevertheless, to discern in the field of collateral inheritance 
taxation certain broad historical tendencies which have a bearing 
upon our inquiry. With the evolution of the tax, heirs remote 
in kinship come to be assimilated to strangers in blood, and the 
bounds within which the burden of the tax is relatively light tend 
to be drawn more narrowly." In view of the fact that large estates 


* The following table gives specimen rates for seven Anglo-Saxon jurisdictions and 
three jurisdictions of Continental Europe. The former, one may argue on general 
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frequently fail of direct heirs, these tendencies are manifestly in 
the direction of increased efficiency of the tax as a source of revenue. 

Of far greater potential efficiency than the principle of differ- 
entiation of taxes according to kinship is the principle of progression, 
or differentiation according to magnitude, either of estate, as in 
Great Britain,’ or of inheritance or legacy, as in most other countries, 
The progressive principle tends to restrict the burden of the tax 
to a small minority of the population; in a purely democratic 
state, therefore, it must almost inevitably gain acceptance. A 
century ago, the progressive principle could prevail only in demo- 
cratic Switzerland. The growing political power of the property- 
less classes in other states has been attended by a parallel extension 
of the field of the progressive inheritance tax. All the important 
European countries, except Russia and Austria-Hungary, and a 
majority of our own states, now employ the progressive principle. 


grounds, are much the more strongly influenced by tradition, the latter by contem- 
porary logic. The former, with the exception of Kansas (itself not without obvious 
significance), show a fairly orderly progression from direct heirs to remote heirs. The 
latter show a tendency to assimilate heirs as remote as first cousins to the class of 
strangers, and to make a wide distinction between direct heirs and heirs even so near 
in blood as brothers and sisters. 
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INHERITANCE First | 
Son Brother Stranger 
Per Cent Per Cent Per Cent Per Cent 
i ctnectenesemacin $200,000 1.69 1.69 6 6 
Tn < cbinntcedanaaenala " 2.50 3-75 7.50 12.50 
DE Si dadiaceemneneenna = 2 2 4 Io 
ink 6h Chakewenemewwe oe 4 10 12.50 12.50 
NS cacasee e606 ™ 2 5 5 
arene = 2.50 3.75 7 12.50 
nant eeeesdees £ 4°. 4.50 7.50 9.50 14.50 
ees M. 1,000,000 ° 10 20 25 
IG th ti are netstat d.starprecanate Fr. 1,000,000 3 12 - a 18.50 
De Adcnanndnanticetseteun 1,000,000 lire 3.60 10 1 22 




















The rates for American states are taken from Lee, Higginson & Co., Inheritance 
Taxes of All the States, 1911; the rates for European countries are from West, The 
Inheritance Tax, 2d ed., 1908. The percentages for Great Britain are arrived at by 
combining estate duties with legacy duties. The percentages for New York are 
obtained by reducing complex rates, involving abatements, to simple percentages of 
the whole inheritance. 


* The employment of the graduated estate duty is obviously a natural conse- 
quence of the principle of primogeniture. 
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Its efficiency for the present is greatly reduced by the fact that it is 
somewhat illogically' ingrafted upon the principle of differen- 
tiation of tax rates according to kinship. There can, however, be 
no doubt that the progressive inheritance tax finds general favor 
in the modern state and will increase its efficiency at need. 

For the public appropriation of inheritances we have, then, the 
requisite instruments ready to our hands. We have well-tried 
principles of financial legislation, we have a social situation favor- 
able to their application. Last, and perhaps least, we have 
plausible ethical arguments for the tax, to suit the varying taste. 
The inheritance tax will preserve the individual heir from the 
demoralizing influence of great riches, according to Mr. Carnegie. 
According to Mr. Roosevelt, it will preserve society from the cor- 
rupting influence of hereditary wealth. The inheritance tax will 
place the state in its legitimate position of coheir, according to 
Bluntschli. It is essential to the realization of the faculty prin- 
ciple in taxation, according to Professor Seligman. All these argu- 
ments are effective, each in its own way, in dispelling whatever 
remains of the traditional feeling that what a man has acquired, 
under the law, he has a right to transmit unimpaired to his heirs. 


To Adam Smith and his immediate successors the inheritance 
tax presented one serious defect: it is an unthrifty tax, falling not 
upon ‘‘revenue,” but upon capital, and hence tends to deplete 
the national stock of parent wealth. If this view of the matter 
is valid, the progress of inheritance taxation as a source of ordinary 
revenue cannot be regarded as an unmixed good. Admitting, as 
we must, that the maintenance of the national capital stock is not 
in itself the highest end of social policy, and that we must at times 
accept capital depletion as the legitimate cost of a higher good, we 
are yet not justified in overlooking the fact that the dissipation 
of accumulated capital is a social cost which should be reduced to 

* It seems probable that the socio-psychological principle underlying the collateral 
inheritance tax is of a character analogous with that which underlay escheat, while 
the principle underlying progressive taxation is equalitarianism. There is no logic in 
progressive escheat, as exemplified in the laws of some of our states, which confine the 


progressive principle to collateral inheritance alone. Nor is there any logic in differ- 
entiated equalitarianism. 
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a minimum, so far as this is possible. This point, I assume, scarcely 
requires argument, as the social-economic value of thrift is one of 
the best-established values of economic theory. Our approval 
of the thrifty savings bank depositor rests not wholly upon admir- 
ation for his personal qualities; nor upon the assurance his conduct 
gives us that he will never burden our poor rates. It rests in large 
part upon our belief that his small contribution swells our financial 
power, helps to equip us with the buildings, materials, and imple- 
ments needed in production. Our disapproval of the man of 
fortune who transforms his capital into a life-annuity, to insure 
himself against the chance of leaving any part of it unspent, has 
no valid ground except our abhorrence of the destruction of accumu- 
lated capital. One of our most effective apologies for existing 
inequalities in the distribution of wealth rests upon the fact that 
income widely diffused is easily absorbed by current expenditure, 
while income that is highly concentrated, even in wasteful hands, 
almost inevitably gives rise to accumulations. Critics of the 
socialistic plan of social reorganization never fail to point out the 
difficulties that a socialistic state would encounter in finding a sat- 
isfactory substitute for private interest in the function of main- 
taining and developing the social capital fund. In our zeal for 
the establishment of a system of taxation which we approve on 
general social grounds, we may attempt to minimize the importance 
of maintaining capital intact." It would appear to be more in 
keeping with sound economic principle to admit that if the inherit- 
ance tax is necessarily an unthrifty tax, it should be applied with 
great moderation. Current political tendencies, however, offer us 
no assurance that the inheritance taxes of the future will be char- 
acterized by moderation. 

There are conditions, as Mill pointed out, under which the 
charge of unthrift will not stand against the inheritance tax. If 
the proceeds of the tax are employed for the purpose of paying 
off the public debt, the effect of the tax is merely to transfer capital 
from one body of citizens to another? If the inheritance tax 


t As does West, op. cil., p. 210. 


2 Dr. Max West, op. cit., pp. 49 and 53, cites two instances of inheritance taxes 
levied with the special purpose of paying off public debt. 























PUBLIC CAPITALIZATION OF THE INHERITANCE TAX 165 





revenues are used to defray expenditures that would otherwise 
have to be met by public borrowing, the effect is the same.' 
Doubtless there are many instances in which inheritance taxes can 
be shown to present this comparatively thrifty character. Never- 
theless no student of financial history would care to assert that 
inheritance taxes are commonly put to such uses. They are levied, 
as a rule, in lieu of other forms of taxation, or in support of services 
that would not otherwise be undertaken. There is no reason for 
supposing that the public debts of European countries would 
increase more rapidly without the inheritance tax; nor is there 
reason for supposing that the enactment of an inheritance tax law 
in the United States would result in the more rapid extinction of 
our debt. The modern state is quite able to live up to its ordinary 
revenues. 

If a state levies an inheritance tax, the burden of other forms 
of taxation may of course be lightened. Ordinary taxpayers, 
finding their incomes virtually increased, will be in a position to 
increase their savings. Thus the dissipation of accumulated 
capital that may be occasioned by the tax will be offset, it is often 
argued, by new accumulations. This argument overlooks the fact 
that very large classes of society are of a low order of thrift, and 
that remission of the taxes that fall upon them would result not 
in increased saving, but in increased consumption. How large an 
accumulation would be occasioned by the remission of ten million 
dollars of taxes upon tobacco or alcoholic beverages or coffee or 
sugar? Certainly not ten millions; probably not one million. 
A remission of an equal amount of taxes falling upon large incomes 
exclusively would doubtless produce a larger accumulation. But 
it is not in the nature of the political tendencies which are forcing 
the enactment of inheritance-tax laws to employ them as a means 
for reducing the burden upon large incomes. If any taxes are to 
be remitted as a consequence of inheritance taxation, these will 
doubtless be the taxes of wide incidence, the remission of which 
will exert scarcely a perceptible influence upon accumulation. 

* The federal inheritance tax of the Spanish War period may be regarded as of 


this character. We raised what we could by taxation, and borrowed to meet excess 
of expenditure. But for the inheritance tax we should have borrowed more. 
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We are therefore justified in assuming that the sums raised by 
inheritance taxation practically represent a net reduction in our 
fund of accumulated capital. 


With rates of inheritance taxation so light as they are in most 
of our states, the tendency of such taxes to trench upon accumu- 
lated capital may be almost negligible. In the United States 
inheritance taxation is in an incipient stage; it cannot be expected 
to produce marked effects of any kind. It is worth while, however, 
to consider how we shall stand when our legislation has overtaken 
that of Great Britain—a country which still lays claim to exemplary 
moderation in most fiscal matters. The United Kingdom now 
collects in inheritance taxes about £25,000,000. The population 
of the United Kingdom is about half that of the United States; 
the wealth of the former nation is probably not more than 60 per 
cent of that of the latter. Probably a somewhat larger proportion 
of the wealth of the United States is represented by small estates 
that would benefit largely by exemptions and minimum rates. On 
the other hand, we have probably a larger proportion of our total 
wealth in very large estates which would bear maximum rates. 
We cannot therefore be far wrong in assuming that inheritance 
taxes levied at British rates would yield $200,000,000. Would 
this be a negligible deduction from our funded capital? The 
average annual addition to our savings-bank deposits, for the last 
decade, does not exceed $150,000,000. The combined activities 
of our ten million savings-bank depositors would fall far short of 
making good the loss in capital funds that a fairly moderate inherit- 
ance tax would occasion. 

It may be said that such a comparison does not assist us in 
gaining a properly proportioned view of the problem as a whole; 
that we should compare the amount of the tax, not with the yield 
of any one source of accumulation, however significant in itself, 
but with the entire annual increment in the national wealth. Such 
a comparison, it may be thought, will show that we have no reason 
for concern over the possibility of capital depletion. 

According to census estimates—none too reliable, it is true— 
the wealth of the country increased from $42,000,000,000 in 1880 
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to $88,000,000,000 in 1900, or nearly 110 per cent. If we assume 
that the wealth of the United States in 1910 was $125,000,000,000, 
the increase for the decade amounted to 42 percent. It is probable, 
however, that the figure $125,000,000,000 is too low; quite possibly 
our wealth is still increasing at the rate of 5 per cent per annum. 
Only 3 per cent of our wealth passes through the probate courts 
each year. Suppose now that we levy an inheritance tax equal 
in weight to that of the United Kingdom; it would absorb only 
about 6 per cent of all inheritance. And this amounts to hardly 
more than 33 per cent of our annual increase in wealth. 

But the annual increase in wealth is not a true measure of the 
annual accumulation from income. Much of the annual increase 
consists merely in the revaluation of lands, mines, movable goods, 
even intangible privileges. If our wealth increases six billions this 
year, how much of the increase is due to the thrift which diverts 
purchasing power from current consumption, and employs it to 
provide new materials and instruments of production? One- 
third? For my part, I should not dare to credit thrift with a 
larger contribution. 

The inheritance tax rests upon the entire mass of wealth, 
including that which originates in unearned increment as well as 
that which originates in saving. But the state does not take from 
a given inheritance, proportionate shares of the lands, reproducible 
goods, franchises, and other privileges that compose it. The public 
authority demands money, and this is drawn, in one way or another, 
from liquid capital. The whole of the inheritance tax, then, is 
paid out of the fund of fluid, mobile capital which is the sole finan- 
cial basis of the goods which conserve or increase our productive 
equipment—the fund of which it may properly be said that it 
originates in saving. Accordingly, an inheritance tax which 
should absorb 33 per cent of the aggregate annual increase in wealth 
would dissipate far more than 33 per cent of the annual increase 
in the fluid fund of productive capital. If I am right in my esti- 
mate that increase in the latter fund does not exceed one-third of 
the increase in national wealth, a 6 per cent inheritance tax would 
consume 10} per cent of our current annual accumulations from 
income. The capital-destroying power of a tax rate which we may 
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at any time borrow from our British kinsmen is, then, far from being 
negligible. 

There is, moreover, no valid reason for supposing that the 
British inheritance tax has reached the climax of its development; 
nor that, when once we set about it, we shall regard ourselves as 
limited by British precedent. The British law of 1907 was not 
accepted very gracefully, to be sure, by the classes upon whom the 
burden of the new taxes rests. Nevertheless, it is difficult to see 
why practically all the rates could not be made much heavier; most 
of them might be doubled without serious hardship to anyone. 
Now, to levy inheritance taxes in the United States at rates 100 
per cent above those of the present British taxes—something we 
may quite conceivably do before many years have passed—would 
be to absorb over 20 per cent of our national increase in accumula- 
tions from income, even if our present rate of increase can be main- 
tained indefinitely. 

It would, however, be hazardous to assume that accumulation 
in the United States can continue indefinitely at the present rate. 
Our large savings from income may be explained, in part at least, 
by economic conditions which are manifestly transitory. Our 
working class, recently transplanted from a less fertile economic 
field, secure incomes in excess of their accustomed needs, and 
accordingly have a surplus for accumulation. Our men of wealth, 
newly enriched, have not, as a class, acquired the art of luxurious 
consumption. Their incomes outrun their expenditures, and 
the surplus accumulates without active effort on their part. New 
opportunities presented by nature or created by society have 
always been available and have served as an additional stimulus 
to thrift. One cannot gain title to a homestead, one cannot seize 
and exploit coal lands or street-railway franchises, without the con- 
trol of funds accumulated from income. Rarely, in a rapidly 
developing economic state, is it possible for an entrepreneur to 
draw from pre-existing funds all the capital requisite to a full 
exploitation of his opportunities. He must supplement the funds 
which he already owns and those which he can borrow with funds 
saved from his current income, if he is unwilling to forego many 
chances of great profit. ‘“‘Unearned increment” thus serves as 
a premium upon thrift. 
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As our economic conditions become more settled the unearned 
increment loses much of its potency as a stimulus to thrift. Fur- 
thermore, our laborers are raising their standards of living and 
our capitalists are learning the ways of a society which knows how 
to spend its income. How soon the rate of accumulation will 
begin to decline, and how rapid the decline will be, we need not 
attempt to predict. For our present purpose it is sufficient to 
point out that a tax rate which would today absorb 20 per cent of 
our annual accumulations would absorb a much larger percentage 
of the annual accumulations of, say, 1964. 

Granted, then, that the evil of unthrifty inheritance taxes is 
negligible at the present time, when the taxes are light and the rate 
of accumulation is high. Such taxes, nevertheless, are destined 
to become heavier and the rate of accumulation is destined to 
become less. The evil, obviously, is one which has the capacity 
of growing into importance. 


If the inheritance tax is indeed affected with the vice of unthrift, 
and if the defect may lead to such serious consequences as have 
been indicated, it might be thought to be the part of wisdom to 
abandon the tax altogether, or to restrict it to so narrow a range 
that its power of destroying accumulated capital would be negli- 
gible. To propose such a restriction of the tax, however, would 
be idle, in view of the powerful social and political forces to which 
its development responds. Economists may urge the necessity 
of capital conservation, but the democracy will be slow to recog- 
nize such necessity, so long as the alternative to a policy of public 
dissipation of capital is the perpetuation of vast private estates. 
Must we accept this alternative ? There seems to be no good reason 
why we should. There is nothing in the nature of the state which 
requires it to assume the réle of a prodigal heir who squanders his 
inheritance upon current needs instead of administering it pru- 
dently with a view to its future increase. The state can adopt the 
. same policy which every prudent person recommends to the private 
heir. It can treat capital acquired through inheritance as a fund 
to be maintained intact. Let the state set apart, as a permanent 
investment fund, the proceeds of all inheritance taxes, and depletion 
of the national capital will at once cease. 
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So obvious a solution of the difficulty must of course have pre- 
sented itself to almost every student of public finance. It does not, 
however, appear in the textbooks; nor in other literature easily 
accessible to the general student of taxation.’ For this omission 
I would assign two reasons: first, income from a capital is not 
commonly regarded as an appropriate form of public revenue; 
and second, the state is not regarded as an appropriate agency for 
the investment and administration of capital funds. 

A proposed policy of securing a public revenue from an invested 
capital would be attacked by exponents of traditional liberalism 
on grounds both fiscal and political. Such a revenue, they would 
urge, is speculative and uncertain; if of considerable magnitude, 
it would tend to liberate the executive from the control now exer- 
cised by the representatives of the people through their power of 
granting or withholding supplies. The fiscal objection, evidently, 
would once have been valid; it is now obsolete. One hundred 
years ago there were relatively few capital investments which pre- 
sented the characteristics of security and regularity of revenue. 
The public obligations of even the richest state were less securely 
based upon national financial power than are those of the weakest 
of the great powers of today. British obligations of 1812 were 
inferior to Italian or Japanese obligations of 1912. Sound munici- 
pal and private corporation paper hardly existed one hundred years 
ago. Today there exists a vast volume of sound paper, public and 
private. Any state with funds to invest would be able to possess 
itself of a perfectly stable revenue. 

The political objection to a revenue of this nature may also 
be pronounced obsolete. Future executives will, no doubt, 


*I have searched diligently for it, but without success. The nearest approach 
to it I have found is Professor Adams’ suggestion that inheritance taxes, being “‘income 
of property,” should not form a part of the revenues employed to meet ordinary 
expenditures, but should be set apart for special purposes, such as education, and 
especially higher education (Science of Finance, p. 550). Accepting Professor Adams’ 
classification of expenditures for higher education as “developmental,” we may look 
upon the application of the inheritance tax to such uses as an exchange of material 
for immaterial productive powers. Professor Adams, to be sure, gives no such reason 
for his proposal, and it probably is based upon no such recondite principle as the 
foregoing, but upon the practical principle of liberating the state university from the 
biennial anxieties attending the passage through the legislature of the appropriation 
bills. 
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encroach at times upon the powers of the legislature, and manip- 
ulation of the appropriations will continue to be an effective mode 
of legislative resistance. But no future legislature, engaged in a 
constitutional struggle, will attempt to starve the whole public 
service in order to bring the executive to its terms. Such a pro- 
ceeding would be possible only with that best of governments 
which governs ieast; with a government administering chiefly 
traditional services the omission of which would occasion no per- 
manent social injury, such as a royal civil list in a democratic state; 
a standing army in a country protected by geography from all 
serious attack; a navy for the protection of an ocean shipping that 
does not exist; foreign embassies of a country which does not 
endow its ambassadors with the minutest discretionary powers. 
The modern state, with its wide range of functions requiring con- 
tinuous exercise, can safely charge some of them upon a funded 
income. The service of education is a case in point. No one 
would deny that a reasonable degree of independence from legis- 
lative whim would improve the service. If the state university 
enjoys any advantage over the endowed university, this advantage 
certainly does not consist in the fact that a quarrel between the 
executive and the legislature may at any time deprive the state 
university of means to carry on its work. 

More serious objections can be urged against the employment 
of the state as an agency of investment. It may be argued that 
the state is not likely to make investments wisely, that its entry 
into the market for investments would prejudice the interests of 
the private investor, and that a state with large funds to invest 
would be in possession of new and dangerous powers. 

There can be no doubt that in the past public management of 
productive property has often been extremely wasteful. The 
federal government, in its administration of its vast landed estate, 
followed no principles remotely resembling those followed by a 
prudent private investor. State administration of the property 
represented by the school lands commands scarcely more admir- 
ation. But land, and especially undeveloped land, is one of the 
most difficult of properties to administer. Private interest and 
initiative are needed here, if anywhere, in our economic system. 
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The record of state administration of moneyed funds, on the other 
hand, is by no means uniformly discreditable. The school funds 
of the various states are, at the present time, fairly well managed. 
No serious criticism is brought against the administration of funds 
by the governmental savings banks of European countries, nor 
against the quasi-governmental administration of insurance funds 
in the countries which have adopted the plan of working-men’s 
insurance. An examination of the financial statements of endowed 
universities in America‘ will indicate that their funds are, as a rule, 
administered with due regard to both security and productiveness. 
The truth seems to be that it requires no superhuman shrewdness 
to invest funds safely, even in vast amounts, so long as exceptional 
returns are not demanded. We have already succeeded in develop- 
ing a tradition of management in our federal treasury department 
which assures us that our temporary surplus funds will be managed 
as well as the law permits—at times somewhat better. The 
administration of vast permanent funds would naturally make it 
necessary that we should secure for the service of the state a body 
of officials of sound financial training. This should not prove 
impossible in a country like the United States, where financial 
ability is far from a monopoly of the few. 

The policy which is here defended would involve the investment 
by the state of hundreds of millions annually. The state, it may 
be urged, would thus become a formidable competitor of the pri- 
vate investor who seeks to place his funds in safe securities. This 
would indeed be a serious matter if the volume of such securities 
were small and incapable of expansion. Modern financial insti- 
tutions, however, have provided us with a vast volume of securities 
of unquestionable soundness. The supply of such securities can, 
moreover, be increased almost at will through the devices of prefer- 
ence differentiation of the income claims resting upon a given 
property, by the diffusion of risks, and by the more thoroughgoing 
application of insurance principles. A sufficiently large part of 
our $130,000,000,000 of wealth can be thrown into the form of safe 


These are, to be sure, private institutions, but since they are no more under the 
dominance of the private economic motive than the municipalities their experience 
is in point. 
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investments to meet all probable requirements, public and private. 
But let it be granted that, on account of public competition for 
investments, the private investor desiring a given return would be 
forced to enter a field of somewhat higher risk than at present; 
that he would be compelled to exercise his skill and judgment to 
escape chances of loss. Is not the necessity for the exercise of such 
qualities, after all, the principal social-economic justification for 
the private enjoyment of income from capital ? 

A public investment policy, however extensive, would encounter 
no insuperable economic obstacles. If there are valid objections 
to such a policy, they must rest upon grounds of a sociai and politi- 
cal character. It is not to be denied that grave objections of this 
order do present themselves the moment one gives thought to the 
subject. Were a state to build up an invested capital it would be 
in possession of a financial power of its own to oppose to that of 
private finance. In its investment policy it might pursue ends 
other than those of financial gain, and so work important changes 
in the social structure. With the relatively small volume of sur- 
plus funds under his direct control, the secretary of the treasury 
has already become a power of no inconsiderable magnitude in our 
financial markets. Suppose that a federal bureau were vested 
with the control of funds running into the billions; what mischief 
could it not wreak in Wall Street! The public savings-bank funds 
of Belgium and the working-men’s insurance funds of Germany 
are at present used in part to encourage the building of cottages for 
working-men. Had we an investment fund of colossal proportions, 
what an objective for the strategy of militant agrarianism! A 
state investment policy is manifestly not one to be lightly accepted, 
even if fiscally practicable and economically sound. 

Concentrated financial power, let us admit, is real power. Its 
proper employment is a potent instrumentality of social progress; 
its improper use is socially and politically disastrous. There can 
be no guaranty that public financial power would never be abused. 
We have, at present, a high degree of concentration of financial 
power in private hands. If it were possible to prove that such 
concentration is never subject to abuse, the case against public 
acquisition of financial power would be a strong one. 
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Those who assert that private financial agencies can never abuse 
their powers rest their argument upon two assumptions: that the 
competition between different financial groups is sufficiently active 
to render those who are in need of funds independent of any single 
group; and that privately controlled funds flow automatically to 
the fields offering the highest returns compatible with safety. 
Were these assumptions valid, we should be justified in holding 
that private financial power is essentially mechanical, governed by 
impersonal economic forces; that the great financier, in spite of 
his apparent position of personal power, is a mere agency of forces 
beyond his control, an agency devoid of all discretionary power. 
But neither assumption is wholly valid. The great financial houses 
do not, as a fact, compete actively for the privilege of underwriting 
a great public or private loan. The conduct of the agents of bond- 
ing houses in bidding for the loans of small municipalities and local 
corporations is frequently indicative of the existence of the “gentle- 
men’s agreement.””’ The monopoly of financial power is never 
absolute, it is true; there still remain multitudinous minor sources 
of investment funds that may be drawn upon when the great finan- 
ciers withhold supplies. A government which finds it difficult to 
deal with the financiers may float a popular loan. A local corpor- 
ation may solicit funds among its patrons and employees. None 
the less, it is pretty generally recognized that it is better to have 
the financiers with you than against you. And this is the recog- 
nition of a power not wholly held in restraint by competition. 

Nor is the second assumption, that the flow of private funds 
is directed solely with a view to securing the maximum economic 
gain, to be accepted as of unquestionable validity. Let us imagine 
that a single financial group controls the greater part of the flow 
of free capital to a section of the country which is still in the devel- 
oping stage, and hence dependent upon foreign funds. Is it to be 
supposed that the flow of funds will be distributed impartially to 
all who are in need of them and can give appropriate guaranties ? 
Or are we at liberty to suppose that certain local captains of indus- 
try will find special favor, and that competing captains will be 
forced to content themselves with what funds they can secure from 
less powerful lenders? Must we suppose that the private dispen- 
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sers of capital funds will provide them as readily for the policy of 
productive public undertakings, which they may happen to detest, 
as for the approved policy of unproductive improvements? There 
are able financial writers who will assert that no legal proof of dis- 
crimination in the dispensing of domestic investment funds can 
be adduced. Very well, I confine myself to instances presented 
in hypothetical form. Let it be noted, however, that the same 
financial writers to whom I refer are the last to deny political and 
social potency to the ‘dollar diplomacy.” They would be the last 
to assert that nothing beyond the desire for a sound investment 
induced our financiers to seek the privilege of refunding the Hon- 
duras debt, and of participating in the Chinese loan. On the con- 
trary, these activities, it is universally agreed, present a character 
of broad statesmanship. Let us grant that financial statesmanship 
has hitherto been confined to the field of foreign affairs. There 
appears to be no natural reason why it should not, in future, con- 
cern itself with domestic affairs as well. 

Financial power, we may repeat, is a real power in the political 
and social fields. It may be directed against the state as such, but 
I know of no reason for believing that it is often employed in this 
way. It may be directed against particular private interests in 
the state. Such employment of private financial power is probably 
not uncommon; possibly it is of no concern to the state.’ A con- 
siderable financial power, lodged in the state, might reduce the 
possibility of iniquitous financial discrimination against individ- 
uals. It would certainly liberate the government itself from an 
improper dependence upon private interests. With an abundant 
supply of public investment funds at hand, no city desiring to 
municipalize its public service industries would find its projects 
subject to a private veto. Doubtless an unseen third chamber, 
the bondholders, has often proven a socially expedient branch of 

*To employ a somewhat treacherous analogy, the private military power of the 
feudal lord was seldom directed against the king. It was frequently directed against 
other feudal lords—a matter not regarded as of special concern to the king. In the 
end, however, it became expedient for the king to assume the réle, first of paramount, 
later of exclusive, military power. Not to press the analogy too far, it is conceivable 
that the time may come when the state, to maintain its position as the predominant 


influence within its own boundaries, will be compelled to assume the réle of an impor- 
tant, if not paramount, financial power. 











176 JOURNAL OF POLITICAL ECONOMY 


government. But no political scientist is ready to give it a per- 
manent place in his system. The adoption of a policy of national- 
ization of railways in the United States would give a permanent 
place in our government to such a third chamber, unless the public 
possessed funds of its own wherewith to finance the venture. 

It remains to consider whether the state, in the pursuit of 
non-economic ends, would be likely to follow a policy of unpro- 
ductive placing of funds. There is a widely current doctrine that 
the state, because it is eternal, or because it is not a business con- 
cern, does not need to seek a profit. If this means simply that the 
state may often be content with an immaterial return in social 
utility which would not serve as an adequate reward for private 
enterprise, no objection to the doctrine need be raised. But it is 
often interpreted in a literal sense. Provided the state possessed 
a surplus revenue, many persons would see no reason why it should 
not build roads and canals the returns from which, material and 
immaterial, so far as calculable, would never exceed maintenance 
charges. The only explanation for the prevalence of such a 
doctrine must be that many persons are unable to realize that pro- 
ductive funds are necessarily limited in amount and should there- 
fore be placed only where they may be expected to be normally 
remunerative. Any other policy is sheer waste, whether public or 
private. Now, no one would advocate the placing of a permanent 
investment fund in the control of the state if the inevitable result 
would be merely to extend the range of profitless economy. 

There is, however, a simple means of insuring a reasonable 
regard for profit in the investment of public funds. Charge upon 
the return from such funds governmental services that are con- 
tinuous, that make a powerful appeal to the ordinary citizen, and 
the beneficiaries of which are widely dispersed through the popu- 
lation. Such a service we already have in popular education. Still 
better, from the point of view of controlling a public investment 
policy, are those services which will arise when, like other civilized 
nations, we shall assume the responsibility of social insurance. 
The general public would show little tolerance of an uneconomical 
administration of capital funds the revenues from which were set 
apart for the support of the aged and the disabled, the widowed 
mothers of young children and other natural dependents of society. 
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The endowed hospital of today, though a philanthropic institution, 
makes no pretense of philanthropy in its investment policy. The 
fact that the beneficiaries of the hospital endowment funds are 
among the most needy of mankind is a sufficient protection to 
trustees against the temptation to sacrifice on sentimental grounds 
either security or productiveness of investments. Mention has 
already been made of the fact that in Europe public or quasi-public 
funds are employed to assist in the provision of working-men’s 
houses. The conditions under which loans are made to working- 
men are not, however, philanthropically mild. In security such 
investments compare favorably with investments in public obli- 
gations; in productiveness they are superior. A public authority, 
intrusted with the administration of funds, would no doubt endeavor 
to strengthen its political position by employing them in such a 
way as to secure incidental social gains. With conditions of 
security and productiveness equal, it might prefer farm and build- 
ing loans to railway or industrial loans. It is not clear, however, 
that such preferential treatment of the entrepreneur of small means 
would be undesirable. It might correct the tendency of private 
financial powers to favor the large enterprise. 


The public capitalization of the inheritance tax would tend 
to conserve the national stock of productive wealth. It is a policy 
that would encounter no insuperable administrative difficulties; 
it would not seriously prejudice the interests of the private in- 
vestor. Politically and socially such a policy, if it has potentiali- 
ties for evil, would appear to have far greater potentialities for 
good. None the less, the proposal of such a policy will by some 
economists be regarded as revolutionary. 

There is manifestly nothing revolutionary in principle in a 
capital fund owned and managed by the state for the benefit of 
a particular public service. Instances of such funds have already 
been cited. Public and semi-public endowment funds now in 
existence in this country amount, in the aggregate, to an imposing 
sum. We are living in an epoch in which the funded endowment 
is employed with growing frequency. There is an increasing reluc- 
tance on the part of private donors to contribute funds merely for 
current expenditures; there is an increasing tendency on the part 
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of public and semi-public institutions to transform extraordinary 
current receipts into permanent endowment. Not on principle, 
then, can a plan of the permanent endowment of a public service 
be treated as revolutionary. If there is anything revolutionary in 
the plan, it must consist solely in the magnitude of the operations 
that it would entail. 

In an earlier paragraph it was estimated that inheritance taxes 
levied at rates equivalent to those of Great Britain would yield 
$200,000,000 a year. This estimate was based upon a rough com- 
parison of the population and wealth of the two countries. If we 
assume that the wealth of the United States is $130,000,000,000, the 
amount passing through the probate courts each year will be 
somewhat less than $4,000,000,000.' It would require only an 
average rate of 5 per cent to produce a revenue of $200,000,000. 
Of the $4,000,000,000 of annual inheritances $2,000,000,000, let 
us say, will fall in estates of $50,000? or less, and could bear only a 
low rate. An average rate of 2 per cent on this $2,000,000,000 
would yield $40,000,000. Of the remaining $2,000,000,000, three- 
fourths would fall in estates of $50,000 to $1,000,000, and could 
safely bear an average burden of 7} per cent, which would yield 
$112,500,000. The remaining $500,000,000, in estates of $1,000,- 
ooo and over, could pay an average rate of 15 per cent, and would 
yield $45,000,000. On this basis we should have an aggregate 
revenue of $197,500,000. Making all due allowance for error in 
rough estimates such as we are forced to rely upon, it still appears 
clear that the yield of an inheritance tax levied at the fairly moder- 
ate British rates could not be far from $200,000,000. Two hundred 
millions would be a considerable sum to invest each year; and the 
accumulations of a quarter of a century would amount to the huge 
sum of five billions, even if the national wealth remained stationary 


* Statisticians are not agreed as to the proper coefficient to be employed in cal- 
culating the total wealth of a nation from the annual transfer of wealth on account of 
death. The coefficients actually employed vary from 32 to 37. In calculating from 
the current estimate of total wealth the amount of annual inheritances I have used 
the coefficient gs as one which would give conservative results. 


2Spahr, The Present Distribution of Wealth in the United States, p. 69, estimates 
that one-half the wealth of the United States is held in estates of $50,000 and over. 
This estimate, which may have been deemed radical when it was made, twenty years 
ago, would today be considered moderate. 
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in amount. If the wealth of the country doubles in the next 
twenty-five years, as it probably will, we have to increase that 
amount to seven and one-half billions, if we wish to form a true 
estimate of the results of twenty-five years of accumulation of 
the tax. 

These accumulations appear large and unwieldy when con- 
sidered in themselves. When we view them in their proper rela- 
tion to the capacity of our economic system to absorb new funds, 
however, their appeal to our apprehensions loses most of its force. 
The present annual increase in the indebtedness of the states, 
municipalities, and other minor civil divisions can scarcely be less 
than $100,000,000, and, with the growing popularity of the policy 
of public ownership, we must expect to see this indebtedness in- 
crease at a still more rapid rate in the future. It is freely prophe- 
sied by economists of high repute that the United States will, in 
the end, nationalize its railways. Were we to levy inheritance 
taxes at the heaviest rates that are practicable, and set aside the 
entire proceeds of the tax for this purpose, it would require half 
a century to substitute public for private ownership of the bonds 
that would have to be issued in the process of buying out private 
interests in the field of transportation. There is no reason for con- 
fining public investment to public and semi-public enterprises; 
but even if we were to do so, we should never be embarrassed by 
any tendency of the supply of funds to outrun the demand. 

Nor is there the least reason for fearing that the fund would 
attain such magnitude as to produce embarrassment in the dispo- 
sition of the income from it. Assume that at the end of twenty-five 
years the accumulated fund would amount to seven and one-half 
billions; that sum at 3 per cent would yield a revenue of $225,000,- 
ooo—a very respectable contribution to the relief of old age and 
disability, perhaps, but certainly not in excess of the needs of that 
one service. The fund would doubtless increase more rapidly 
than the needs of that particular service; but long before it could 
reach such proportions as to provide income in excess of all social 
service requirements, the yield of the tax would probably have 
begun to decline on account of the disappearance of many of the 
inequalities in the distribution of wealth which characterize the 
present economic order. 
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Defenders of an economic system based upon the principle of 
private property must admit that at two points their position 
is decidedly weak: the private enjoyment of funded income, and 
the private burden upon the worker of mischances against which 
it is impossible for him to make provision. The private recipient 
of an absolutely secure funded income is freed from the necessity 
of exercising the skill and foresight which serve, in general, as an 
ethical basis for the defense of private property. The active 
manager of an industrial capital finds his position morally weak- 
ened by the fact that his property income is assimilated, in the 
social consciousness, to that of the functionless ‘‘remittance man.” 
However much we may approve of the policy of throwing upon 
each able-bodied man the responsibility for finding means of self- 
support, we must admit that hundreds of thousands of our working- 
men are exposed to chances against which they can make no 
adequate provision. For hundreds of thousands of our city workers, 
the only escape from an indigent old age is premature death. For 
hundreds of thousands of families, the death of the chief bread- 
winner means the maiming of children’s lives almost past recovery. 
A system which permits such evils is surely not free from moral 
weakness. Now, the general tendency of the policy which I pro- 
pose is to divert to the state part of the funded income of society 
from the private recipients in whose hands it subserves no useful 
purpose, and to charge upon it precisely those burdens by which 
the weak are now crushed. Not by the rough method of expro- 
priation, however, but by a method which is legal as well as ethical, 
and which entails no sacrifice of the future to present gain. The 
public capitalization of inheritance taxes would result in an accumu- 
lation of funds which would be gradual, and it would hence leave 
opportunity for the development of efficient means of administra- 
tion. Under this plan public accumulations would constantly 
increase; but their increase could never become so great as to 
restrict the field of private property unless private accumulations 
should come to a standstill and opportunities for private exploita- 
tion should fail. 


ALVIN S. JOHNSON 
CoRNELL UNIVERSITY 
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WASHINGTON NOTES 
THE ANTI-TRUST MESSAGE 


President Wilson, in a message read to Congress on January 20, has 
definitely outlined the anti-trust program of the administration. The 
document is of the first importance because it virtually indicates the 
line that is to be drawn between the various measures that have been 
competing for attention in Congress, indicating those that will and those 
that will not be favorably regarded. This message may be taken to 
represent practically what has been determined on, and what will 
undoubtedly become law during the next few months. As thus mapped 
out, the legislation to be demanded will include: 

1. Prohibition of interlocking directorates. 

2. Government supervision of the issues of railroad securities, such 
supervision to be carried on by the Interstate Commerce Commission. 

3. Definition of what acts are to be included as “restraints of 
trade” under the Sherman anti-trust law. 

4. Establishment of a “trade commission”’ to work out and apply 
the administration of the measures devised for the restraint of com- 
binations. 

5. Establishment of individual penalties to be visited upon those 
who are responsible for restraints of trade under the Sherman act, and 
under such supplementary legislation as may be adopted. 

6. Prohibition of holding-companies, with possible limitation of 
‘voting power on shares held by individuals in a variety of corporations. 

7. Establishment of the legal right of individuals to bring suits for 
collection of damages from industrial combinations found to be such 
through the medium of suits instituted by the government. 

Of this large program practically every item has already been elabo- 
rately discussed and is represented by several bills pending in Congress. 
On the whole the program is nearer than any other to what has ordinarily 
been referred to as the “ Brandeis-La Follette’’ program, embodied in 
bills said to have been drafted by Louis D. Brandeis of Boston and intro- 
duced by Senator La Follette. The proposal to define restraints of 
trade, the prohibition of holding-companies, and the creation of a basis 
for individual suits were clearly included in that plan. The interlocking 
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directorate proposal is a plan that has been before Congress for a number 
of years, but was most strongly urged at the time of the Untermyer 
“money trust investigation” about a year ago. The supervision of rail- 
road securities through the Interstate Commerce Commission is a sug- 
gestion that has been urged in times past by many different groups in 
Congress and was rather strongly presented to the legislative body by 
President Taft, first in an extreme form at the opening of his adminis- 
tration, and later in a modified shape after recommendations had been 
made by the so-called “ Railway Securities Commission”’ of which Presi- 
dent Hadley of Yale University was the head. The proposal to penalize 
individuals who are guilty of bringing about restraints of trade is also a 
familiar scheme which has been prominently urged by a good many of 
the southern and southwestern members of the House of Representatives 
who are known for their hostility to industrial combinations. Perhaps 
the latest exponent of this type of legislation is Representative Henry of 
Texas, the chairman of the House rules committee, who some time ago 
introduced a modification of the anti-trust law intended to meet the 
anti-trust situation by enforcing prison penalties for violations of the law. 
Although the message in general is framed in extremely soothing terms, 
it will thus be seen that there is included in it some portion of nearly 
every anti-trust measure, however radical, and whatever its source, 
that has figured prominently of late years. In no case does the recom- 
mendation made go to the extreme limit of the plan from which it was 
drawn. Thus, for example, the older suggestions for a trade commission 
contemplated a body vested with power to fix prices of goods which 
moved in interstate trade. Nothing of the kind is now recommended 
by the President. In like manner nearly all of the other elements have 
been softened and smoothed in his program. Interlocking directorates 
are not to terminate for some time to come—for two years or a longer 
period; the right of individuals to sue for damages is much more restricted 
than was prescribed by the early La Follette bills; and the plan for 
defining restraints of trade, so far as it is worked out, is by no means so 
far-reaching as the measure from which it has been borrowed. Because 
of these extensive and careful modifications, the message has not aroused 
the anxiety in the business world that would otherwise, almost neces- 
sarily, have been exhibited as a result of it. 

The so-called “keynote” of the message is probably found in the 
following paragraph: ‘“‘When serious contest ends, when men unite 
in opinion and purpose, those who are to change their ways of business 
joining with those who ask for the change, it is possible to effect it in 
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the way in which prudent and thoughtful and patriotic men would wish 
to see it brought about, with as few, as slight, as easy, and simple business 
readjustments as possible in the circumstances, nothing essential dis- 
turbed, nothing torn up by the roots, no parts rent asunder which can 
be left in wholesome combination. Fortunately, no measures of sweep- 
ing or novel change are necessary. It will be understood that our object 
is not to unsettle business or anywhere seriously to break its established 
courses athwart. On the contrary, we desire the laws we are about to 
pass to be the bulwarks and safeguards of industry against the forces 
that have disturbed it. What we have to do can be done in a new spirit, 
in thoughtful moderation, without revolution of any untoward kind. 
We are all agreed that ‘private monopoly is indefensible and intolerable,’ 
and our programme is founded upon that conviction. It will be a com- 
prehensive, but not a radical or unacceptable programme.” 


A NEW ANTI-TRUST POLICY 


President Wilson has succeeded in developing a distinctly new phase 
of the subject of trust control by securing from industrial managers 
assent to his plans for dissolution or reorganization, in a sufficient 
number of cases to constitute a precedent. The same methods had 
been tried during the Taft administration and earlier, and in certain 
instances corporations had thought it better to assent to the terms 
laid down by the government than to attempt to resist the public 
authorities in suits at law. These instances, however, were not very 
numerous, and in most cases involved concerns which had been obvi- 
ously and flagrantly acting without reference to the anti-trust law, so 
that their action was really no more than the admission that they had 
a poor defense. The settlements that are now being obtained, of which 
the readjustment of the American Telephone and Telegraph Co. and 
the dissolution of the New Haven Railway are examples, afford a much 
more striking instance of this kind of mediation with a view to the 
establishment of the principles of the Sherman law upon a definite basis. 
In each of these cases, the basis of adjustment is that of a gradual separa- 
tion between the parent-corporation which originally embarked upon 
an effort to monopolize a particular kind of business, and the concerns 
which have gradually been absorbed in the process of carrying out 
this program of monopoly. Thus in the New Haven case the ultimate 
settlement will imply disposal of the New England trolley systems and 
the placing of the steamship lines owned by the railway upon an inde- 
pendent basis. The same plan has been quite fully worked out in the 
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case of the American Telephone and Telegraph Co., where to the provi- 
sion for segregation is added provision for permitting other concerns 
to use the lines of the company at a specified rate fixed alike to all who 
make use of the privilege thus afforded them. The principles of adjust- 
ment in these cases are to be regarded as constituting a distinct advance 
over those which were developed in connection with the separation of the 
Union Pacific and Southern Pacific railways which was finally consum- 
mated less than a year ago, where the process of breaking up the mon- 
opoly consisted largely in a separation of stock ownership. The new 
arrangements in the case of the companies just mentioned, as well as 
in other instances of a similar sort, are intended to add real elements 
of restored competition as well as the idea of regulation (where a practi- 
cal monopoly in part exists) of the charge for service and of the condi- 
tions of use both by the public and by competitors. On the other hand, 
the breakdown of negotiations between the Department of Justice 
and the American Sugar Refining Co. and other concerns which have 
been under attack shows that there are very distinct limits to what can 
be done in the direction in which the authorities of the Department 
of Justice have been working during the past few months. In general, it 
would seem that the results of the findings of the Supreme Court in 
the Standard Oil and Tobacco cases and in some of the more recent 
but less notable decisions involving the matters of industrial combina- 
tions are just beginning to be realized, and that corporations of a certain 
class, under the advice of their counsel, are showing a disposition to ac- 
commodate themselves to the changed state of affairs produced by these 
verdicts. This, however, still leaves open a very large field within 
which much work will have to be done in order to bring about definite 


results. 
COMPILATION OF ANTI-TRUST LAWS 


Preparatory to the opening of the anti-trust discussion, a new com- 
pilation of laws on trusts and monopolies domestic and foreign, with 
authorities, has been prepared and published as a public document 
by the Judiciary Committee of the House of Representatives, as a com- 
mittee document. In this compilation are given, in addition to the 
Sherman anti-trust law, selections from the acts of August 15, 1894; 
February 12, 1913; February 4, 1887 (Interstate Commerce act); 
February 11, 1903; March 7, 1906; March 21, 1906; act of June 25, 
1910; and, finally, the judicial code of January 1, 1912. Various other 
fragmentary provisions bearing upon the whole subject have been drawn 
together from a number of sources found in various acts extending 
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through a series of years. Recourse is then had to the state statutes, 
and the laws of practically every American state are drawn upon for 
constitutional provisions, legislation, and court decisions affecting 
questions of monopoly and combination. Among foreign countries, 
Australia, Canada, Great Britain, Japan, and several others supply 
examples of restrictive statutes which are cited verbatim with explana- 
tions to show their bearing. The document also gives a complete com- 
pilation of the cases decided under the Sherman law or relating thereto, 
with references to case books and the like. A special group of cases 
deals with price-fixing and resale contracts which constitute a subject 
of collateral interest not directly belonging to the control of industrial 
combinations as such. This document is probably the most complete 
compilation of the kind that has thus far been made available. 


EFFORTS TO ESTABLISH A CENTRAL BANK 


The actual signing of the federal reserve act on December 23, 1913, 
makes the so-called currency bill a law (Public Act No. 43, 63d Con- 
gress, 1st sess.) and terminates for the time being the controversy as 
to banking and currency legislation. Since the adoption of the law, 
the reserve bank organization committee, created by the measure itself 
with Secretary of the Treasury McAdoo in charge, has held hearings 
at New York on January 5, 6, and 7, at Boston on January 9g and 10, 
and at Washington on January 14, 15, and 16, and has announced 
hearings to occupy a month at twelve other important cities, for the 
purpose of taking testimony with regard to the best plan to be followed 
in districting the entire country in accordance with the provisions 
made in the federal reserve act itself. In its final form the act calls for 
not fewer than eight nor more than twelve institutions, and the apparent 
trend of the hearings up to this time has seemed to be toward the higher 
number, or, at all events, toward some number intermediate between 
that and the lower number. The striking feature of the testimony 
thus far developed has been seen in the effort of some New York banks 
to obtain for New York the creation of a very large reserve bank includ- 
ing the bulk of the eastern portion of the country, and dominating the 
banking situation of the whole country by reason of its commanding 
size and tremendous capitalization. The demand for such an institu- 
tion was boldly made during the hearings in New York, it being sug- 
gested that the territory assigned to the institution in question should 
include everything north of the Potomac River and east of the Great 
Lakes or, preferably, everything as far west as the Mississippi. Some 
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other bankers suggested that the territory to be assigned to this bank 
should be a long narrow coast strip taking in the whole of the Eastern 
states—that is to say, all territory east of the Alleghany Mountains, 
Alternative to these suggestions were plans for the creation of a reserve 
bank at Boston, another at Atlanta, Georgia, and one at Washington, 
with possibly an institution at Philadelphia as well. While there was 
nothing in the statements made by the reserve bank organization com- 
mittee at its sessions in New York, Boston, or elsewhere, to indicate that 
it intended to give favorable consideration to any of the plans laid before 
it, there was a manifest recognition of the fact that the reserve act 
undoubtedly calls for the establishment in good faith of at least eight 
institutions substantially similar in size and resources, or as nearly 
so as the conditions of the country will permit, in order that the prin- 
ciple of local segregation of reserves, and the application of such reserves 
to the purposes of the several communities furnishing them to the 
reserve banks of their districts may be carried out. Enough work has 
been done to make it plain that the organization committee will have 
before it a somewhat delicate task in laying off the various districts, 
inasmuch as it will be practically necessary to avoid trespassing upon 
local pride so far as possible in dividing the country between sections 
that are dominated by rival cities. While, therefore, it is perceived that 
there will be no serious difficulty in placing the reserve banks in con- 
venient locations, and while this work could be done without very much 
detailed investigation, it is also evident that to place two rival cities 
in the same district, making one of them the seat of a federal reserve 
bank and assigning to the other only a branch office at most, would 
cause a good deal of prejudice and disturbance. Efforts to settle such 
difficulties will probably be the task that will give rise to greatest fric- 
tion and annoyance during the process of mapping out the territory 
of the United States for the purpose of creating the banks in question. 


ENTERING THE RESERVE SYSTEM 


Secretary of the Treasury McAdoo’s first steps for actually putting 
the reserve act into operation have brought out a number of points 
of considerable interest besides indicating some weaknesses in the 
act itself. Immediately upon the passage of the law telegraphic and 
other informal applications for admission to the new reserve system 
began to pour into the Treasury Department, but it was at once seen 
that some formal mode of carrying out the intent of the statute must 
be developed. It was determined to send to each bank a formal letter 
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of notification of the passage of the law, accompanied by a copy of the 
act itself with request for decision as to membership in the new system. 
This at once raised the question whether action by stockholders was 
necessary in order to decide whether a given bank should apply for 
membership or not. The reserve bank organization committee decided 
this question in the negative, holding that an affirmative vote of the board 
of directors was sufficient. In spite of this conclusion, however, many 
banks have not contented themselves with directoral action, but have 
preferred to submit the matter to a stockholders’ vote. This has been 
the case particularly in the larger cities, and accounts for the fact that 
the banks in some cases have been slow to enter the system, it being 
thought wise to hold special meetings of stockholders in numerous 
instances—a decision which usually required about thirty days’ delay 
following the notification that such a meeting was to be held. It would 
have been well had the act specifically laid down the details of the 
process by which banks should signify their intention of becoming 
members in the reserve system, thereby doing away with all possibility 
of controversy. It is not, however, deemed probable that legal diffi- 
culties will be raised with reference to the validity of the directors’ 
meetings at which a decision to enter the reserve system is arrived at, 
as expert opinion is to the effect that bank directorates are vested with 
sufficient power to decide the question of membership in the reserve 
system. 
CITY AND COUNTRY BANKS 

Up to the middle of January about fifteen hundred banks had 
formally applied for membership in the federal reserve system. Of 
these only a small proportion were state banks. Most of the larger 
national banks of the country have already indicated a disposition to 
become stockholders in federal reserve banks. While a considerable 
number of country banks have also made application, the proportion 
is much smaller. Few state banks outside of the larger cities have 
filed applications. This is in accordance with the expectations expressed 
during the time the bill was under debate. It is the larger banks of 
the cities which are most familiar with the terms of the law and with its 
significance; while it is this class of banks that in the past has gained 
experience of the benefits of joint action and co-operation, under the 
clearing-house system. Just how far country banks will enter the 
system now proposed to them will doubtless depend in some measure 
upon the action finally taken by a few of the larger institutions which 
have developed far-reaching systems of correspondent banks, and which 
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have not thus far indicated their intention with respect to membership. 
Conspicuous among such banks is the National City Bank of New York, 
an institution possessing larger resources than any other in the United 
States. Not a few country banks which will ultimately join the system 
are delaying action until toward the end of the period within which 
their applications must be filed for the purpose of ascertaining the lines 
upon which the country will be divided into districts. Errors in carrying 
out this process may drive some of the banks into the state banking 
systems. There is also a quite general desire to know if possible some- 
thing of the personnel of the new federal reserve board before a definite 
decision is reached and the banks commit themselves to membership. 
It will probably not be possible until the last day of the period set for 
filing applications to form even an approximate estimate of the complete 
membership of the reserve system. 


RAILROAD CONDITIONS IN THE CENTRAL WEST 


In further pursuance of the presentation of the needs of railways 
as the basis for the current 5 per cent rate advance, fresh information 
has been compiled with regard to the lines in the central west, which 
have been classified into three groups for the purpose of making a show- 
ing which shall have special application to Central Freight Association 
territory. In connection with these data filed with the Interstate 
Commerce Commission the briefs of the roads summarize the main 
facts as follows: 

The lines of Group 1 increased their mileage, 1913 over 1910, as 
follows: first main track—owned, 684 miles, operated, 828; all tracks— 
owned, 3,320 miles, operated 3,568. They increased their property 
investment $225,503,220. 

Operating revenue, 1913 over 1910, increased $71,398,933; operat-~ 
ing expenses and taxes increased $84,934,336; operating revenue, 
after deducting operating expenses and taxes, decreased $13,535,403; 
or, after deducting operating expenses, taxes, and rentals, decreased 
$15,133,257; or, after deducting operating expenses, taxes, rentals, 
and hire of equipment, decreased $15,491,764. The decrease in net 
corporate income was $23,207,414. 

The increase in operating revenue, $71,398,933, measures an addi- 
tional service rendered the public—namely, an increase, 1c *3 over 1910, 
in tons carried one mile, of approximately ten billion, or 16.43 per cent; 
and an increase in passengers carried one mile, of four hundred million, 
or 7.32 per cent. 
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Notwithstanding the much larger volume of business enjoyed in 
1913 over 1910, the power of the carriers to earn a return on their 
property declined substantially. 

Group 3 embraces 28 companies which operate 19,416 miles, or 
54.1 per cent of the entire mileage of the territory. It includes all the 
mileage in the territory except that of the “four main trunk-line connec- 
tions,” the “coal and ore roads,” the “forty-six short roads,” and the 
“excluded mileage” (the B. & O., the Erie, C.B. & Q., etc.), and embraces 
all the mileage which serves generally the people of the territory, and 
whose prosperity is dependent upon the territory. Obviously, the rea- 
sonable needs of the lines embraced in Group 3—54.1 per cent of the 
entire mileage of the territory, to say nothing of the forty-six short 
roads—must control in determining the reasonableness of rates in the 
territory, if the people in that section are to have adequate transporta- 
tion facilities and prosper measurably with other sections of the country. 

After swelling the volume of business by increased traffic and increas- 
ing the property investment approximately one hundred million dollars, 
Group 3 had remaining in 1913, after deducting operating expenses and 
taxes, above ten million dollars less money than in 1910. Dividends 
paid by the lines in this group decreased, in 1913 as compared with 
1910, $5,943,035. In 1911 four companies reduced their dividends, in 
1912 five companies reduced their dividends, and in 1913 six companies 
reduced their dividends. Only nine companies out of the twenty-eight 
in Group 3 paid dividends in 1913. 
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Marxism versus Socialism. By VLapimir G. SIMKHoviTcH. 
New York: Henry Holt & Co., 1913. 8vo, pp. xvi+208. 
$1. 50. 

It is an admirable public service to put the body of this criticism, 
which first appeared in the Political Science Quarterly, into the present 
volume. Nowhere better than in its thirteen chapters will one find a 
conscientious and effective criticism of the Marx tradition. 

Older orthodox economists had their own way of slaying Marx, 
but the execution was so little final that it had always to be renewed. 
It was not until criticism passed from the enemy to the socialist fellow- 
ship itself, that the legend of infallibility which gathered about this 
remarkable man began to weaken. The men trained to economics 
among the Fabians were raising havoc with the “theory of value” 
nearly twenty-five years ago. Bernstein followed, as did Sorel in his 
Décomposition du Marxism, to complete the work. Yet in many ways 
Simkhovitch’s service is more complete and more satisfactory. He 
leaves us from the start in no doubt about his position. He pays his 
tribute to the “economic interpretation of history” as ‘a great advance 
in historical methodology and social philosophy’’—as a theory, even, 
“perhaps the most robust ever advanced.” Yet this chief contribu- 
tion he sets down as “the crudest and most unfinished doctrine in the 
field of social philosophy.’’ His ground for this stricture is that the 
theory throws light on the changes in things rather than on things them- 
selves; that while it helps us about the record of the past, it is helpless 
in dealing with coming events. 

It is, however, the real distinction of this volume that its author 
has done a work of incomparable thoroughness on the literary material 
necessary to competent judgment. Beginning with popular misunder- 
standings about the theory of value, together with an outline of socialism 
as presented by Marx, he takes up the economic interpretation of history, 
reserving the theory of value for the close of the volume (chap. xii). 

Between these is given a concise and trenchant discussion of Marx’s 
attitude toward “concentration” in industry and agriculture, the dis- 
appearance of the middle class, increasing misery, status of the wage- 
earner, the class struggle, crises, and the cataclysm. All that is best 
in the syndicalist criticism by George Sorel confirms the author’s main 
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thesis. The deductions from the “economic interpretation” furnish 
all the fuel for their syndicalist fire. The analysis in this volume is 
much more penetrating. It does not, like able Socialists (as David and 
Schénlank), gaily throw overboard the theory of “increasing misery,” 
as if this were doing slight wrong to the master. Simkhovitch shows 
how disturbing this abandonment is to the very structure of Marx’s 
system. The passage is worth quoting (p. 127): 

And yet the true-blue Marxists are unwilling to drop this theory. They 
realize that in dropping it they are dropping Marxism, but they do not realize 
that in interpreting it away they are interpreting Marxism away. The whole 
construction of Marx’s Capital leads up to the doctrine of increasing misery. 
In rejecting this theory, one rejects also Marx’s theory of population, his theory 
of wages, his theory of accumulation of capital. And if what is left be Marxism, 
it is Marxism with Marx left out Not only is his theory shattered, but what 
rational foundation is there left for his vision and hope, his goal and inspira- 
tion—the breakdown of capitalism and the social revolution? These con- 
ceptions of Marx as well as his idea of the general crisis are based upon the 
progressively increasing misery of the working class. 

Very wisely the author allows Marx (see chap. xii) to show his own 
inconsistency, as in the incurable antagonism between the law of value 
and the theory of wages; and again, the unhappy dilemma involved in 
the Marx dialectics (p. 251) should be given: 

.... Granted that there is nothing fixed, nothing constant but the 
constancy of change. Marx assumes this; yet he is constantly operating 
with logical concepts, which are in their very nature unchangeable, inflexible, 
permanent, and constant. If a is a, it cannot be a+c or a—c. Yet in the 
historical process that presupposes constant change, a cannot remain the same 
a as it was at the start. To make this concrete: Marx is dealing with classes, 
tendencies, etc. But from his own viewpoint his classes cannot help changing 
in character. The same thing is true about all his concepts, whether they are 
“crisis,” “capitalism,” “concentration,” or “revolution.” Yet while the 
historical process is battering, changing, or even destroying the inner content 
of all these concepts, the Marxian socialist operates with them as with absolute 
and unchanging entities and works out “scientifically,” by negation of the 
negation, our distant future! 

It adds greatly to the usefulness of the volume that the long and 
frequent citations which appeared in German in the Quarterly articles 
are here translated. 

It is not alone the heretics like Bernstein who do service for the text 
but, even more effectively, those of the faithful like Kautsky and Frau 
Luxemburg. 


Joun GRAHAM BROOKS 
CAMBRIDGE, MAss. 
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Economic Liberalism. By HERMANN Levy. London: Macmillan, 
1913. 8vo, pp. ix+124. $1.25 net. 

This book is a translation of the author’s Die Grundlagen des dkono- 
mischen Liberalismus first published twelve years ago. In the English 
edition, however, it has been revised and brought down to date. The 
German title more accurately describes its nature for it is really a study 
of the origin and growth of the individualistic attitude in England in 
so far as that attitude relates to industry and commerce. Indeed, 
whoever is led by the title to expect a thorough-paced discussion of the 
principles which today animate the English Liberal party is doomed to 
disappointment. Mr. Levy concentrates his attention upon an “older 
Liberalism” to which modern social reforms are “fundamentally abhor- 
rent’’—a Liberalism that is most nearly realized in “the general economic 
tendency of the Conservative program, omitting the debatable point 
of tariff reform.” 

Mr. Levy finds the fundamentals of this Liberalism in a belief in 
the greatest possible development of the individual, in equality before 
the law, and in the toleration of the opinion of others. He holds that 
these principles arose as part of the anti-authoritarian attitude victori- 
ous in the Puritan revolution. In other words, economic Liberalism 
is largely a legacy of Puritan experience and ideals, on the one hand a 
reaction against the meddlings of the established church in commerce, 
on the other a necessary correlate of the theological doctrine of the 
value of the individual soul. 

The author is not at his best in this study; even within the limits 
chosen the subject receives scarcely satisfactory treatment. The 
development is obscured with over-detail; there is lack of broad, lucid 
exposition; and there is altogether too much reliance p'aced upon 
secondary sources of information. There is no index. 

The reviewer disagrees with the learned author’s assumption that 
economic Liberalism is a closed system. Mr. Levy makes this assump- 
tion when he declares that modern social legislation is abhorrent to the 
principles of Liberalism. In setting up this contention he falls into the 
same pit into which he consigns the members of the Manchester school 
who appear as proponents of a “special Liberalism,” a “fleeting con- 
ception” with a “somewhat utopian ring.” Very naturally, in keeping 
with these views, his “economic Liberalism” finds an appropriate 
mortuary in the present English Conservative party. The reviewer 
prefers to follow L. T. Hobhouse in his conclusion that “The heart of 
Liberalism is the understanding that progress is not a matter of mechani- 
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cal contrivance”’ (Liberalism, p. 137), or of fixed creed, or case-hardened 
dogma. Mr. Levy’s failure to base his study on this latter position, 
in the reviewer’s opinion, keeps his book out of the line of battle. 


D. A. MacGrssBon 


BRANDON COLLEGE 


Soziale Theorie der Verteilung. By MicHAEL TUGAN-BARANOWSKY. 
Berlin: Julius Springer, 1913. 8vo, pp. 82. M. 2. 80. 

The writer, the leading Russian economist of today, apparently 
seeks to present in this little book an outline for a social theory of distribu- 
tion. The claim is made that economics proper has failed to, and, more- 
over, cannot, adequately explain distribution. The author’s argument 
in support of this contention is that modern economic literature seems 
to agree on the solution of the value problem, while there is a marked 
difference of opinion in regard to distribution, which, he believes, could 
not be so, were rates of wages and interest mere cases of application of 
value. The wage-earner cannot, in the opinion of the writer, withdraw 
his merchandise, or cease offering it, when the market is low, as is 
the case with sellers of other articles. The two prevailing economic 
doctrines, the Marxian and the Austrian, fail in their attempts to explain 
profits. Furthermore, economics cannot fit into its laws increases of 
wages caused by the activities of labor unions, nor the political and social 
advantages which influence incomes of economic groups as, for instance, 
in the case of the English landowners. From the above-stated reasons, 
the author draws two fundamental conclusions: First, the distributive 
process is not a value process; the application of a value doctrine, 
however sound, will not solve the problem of distribution. Second, a 
true theory of distribution must be social in its nature, comprising both 
the social and economic forces at work. 

Unfortunately, the writer does not here discuss his positive social 
theory in detail. Nor does he attempt to anticipate the argument with 
which economists are likely to meet his attack, namely, that all social 
forces at work are being taken care of by pure economics, which regards 
them as indirect influences, modifying only the conditions to which 
economic laws are to be applied. Thus, it is admitted, for instance, that 
unions influence the wage rate, but it is claimed that this influence is 
not direct; it works by affecting the supply or creating a monopoly 
situation, which, of course, is a “legitimate’’ condition from the view- 
point of pure economics. 
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Yet, the reviewer heartily recommends this compact little book 
to all students interested in economic theory. Aside from the main 
thesis, the book contains a first-class analysis of the Marxian and 
Austrian theories of distribution. Moreover, this study written in 
German paves a way to familiarity with the foremost economist of 


Russia. 
M. Lippitt Larkin 
UNIVERSITY OF CHICAGO 





The Theory of Social Revolutions. By Brooxs ApAms. New York: 
Macmillan, 1913. 8vo, pp. vii+240. $1.25 net. 

The title of the book is rather misleading. Fortunately, the material that 
is actually given and the lucid presentation recompense the reader for whatever 
disappointment he may feel because of an unhappily selected title. 

The bulk of the book is a very careful discussion of the present-day political 
situation in the United States, appraising it with respect to the broad social 
undercurrents of our life and not in terms of the petty differences between the 
various political factions. After a chapter on the “Limitations of the Judicial 
Function” comes one on “American Legislation.” These are followed by a 
brief historical review of the evolution of our political forms and institutions. 
Many well-selected historical events are recalled to prove what may be called 
Mr. Adams’ theory of social revolutions—the necessity of changes in the 
administrative type and forms as soon as changes in the social environment 
take place. 

Throughout the pages one can detect the writer’s aversion to our older 
political parties and a great sympathy with the progressive movement. When 
he attempts to apply his theory of social revolutions to our affairs, he clearly 
states that the administrative type representing individualistic capitalism must 
give way to the type representing governmental regulation and social democ- 
racy. On the whole, the book might be termed an attempt to furnish the 
Progressive party with a distinct social philosophy. Needless to say, therefore, 
it is both timely and helpful. 

Yet the chief merit of the book lies somewhere else—it is to be found in the 
multitude of very suggestive remarks of a sociological nature. The light 
attitude of our capitalism toward law, the extreme legalism of our courts, the 
analysis of Tammany’s success in New York, the idea that the expenses of a 
government are proportionate to the progress of centralization, the view that 
politicians of a stand-pat party, honest as they may be, are bound to be socially 
harmful—the book is crowded with such general but suggestive ideas. Some of 
them may prove false but they surely challenge criticism and stimulate thought. 

In conclusion, attention should be called to the calm, judicial spirit of the 
author. One feels as if in the presence of a venerable, wise man lovingly 
instructing the youth on the possible opportunities and perils in their lives to 
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come. Mr. Brooks Adams is certainly a lover of his country, and his copatriots 
should give him a hearing. 


Investing for Profit. By G. C. SELDEN. New York: The Magazine 
of Wall Street, 1913. 12m0, pp. 170. $1.00. 

How can the “investor” burdened with idle funds, but ignorant of financial 
or statistical methods, not only safely invest his money, but at the same time 
secure profits in addition to the normal interest rate? Mr. Selden in this 
little book reconciles to his own satisfaction the hitherto incompatible princi- 
ples of safety of investment and an abnormally high return on that invest- 
ment. The author expounds the “underlying principles” and promises the 
“investor that if he uses plain common-sense in applying them to the concrete 
cases, he cannot fail of success.” 

What is the keynote of Mr. Selden’s book? Buy stocks when they are 
cheap and sell them when they are dear. But how is the investor to know 
when the bottom of the market has been reached? Answer: By reading the 
New York bank statement. 

The author’s chapter on the New York bank statement is of especial impor- 
tance because the opinions there presented are at variance with those now 
entertained by the New York bankers themselves. The fundamental ques- 
tion is the relation between the loans and deposits of the New York banks. 
The author’s analysis of this relationship is readily comprehensible to the lay 
mind. The bank loans its deposits. Further, when a bank exhausts the de- 
posits brought to it by business men, it lends its capital, surplus, and circula- 
ting notes. ; 

The author also finds that the conclusions reached by statistical studies 
have little or no value in foretelling future prices. He explains why such 
mental gymnastics have no utilitarian justification (p. 104): “Half a dozen 
of them [statisticians] are now making public the results of their studies and 
it unfortunately happens that they are very rarely found to agree. As all 
are pursuing similar methods, this tends to cast a doubt on the accuracy of 
their results.” The author’s own chart showing the fluctuations of deposits 
down to the present time is free from the complexities of the statistical 
method that annoy and confuse the ordinary reader. After pondering over 
the significance of these selected facts, the writer concludes that the fund of 
excess deposits for stock-market purposes is the best index to the broad move- 
ments of the market; his final advice to the “investor” is that ‘“‘the time to 
buy is when excess deposits begin to pile up rapidly and that the time to sell 
is when these excess deposits are exhausted” (p. 135). 


The Larger Aspects of Socialism. By WitutAM ENGLISH WALLING. 
New York: Macmillan, 1913. 8vo, pp. xxi+403. $1.50. 
Mr. Walling undertakes in this book to indicate the response of Socialism 
to the pragmatic tests. The larger aspects of Socialism—its attitude toward 
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science, history, morality, religion, education, and sex experience—he finds to 
correspond pretty fully to the “pragmatic sanction.” And it is Dewey in chief 
and fundamentally that he regards as the spokesman of the pragmatic view. 

One who has been reared in the faith of a conflict between Socialism and 
individualism will have to look elsewhere than in Walling’s pages for assurance 
of his faith. Not only is the Sabbath made for man, but it is man that makes 
the Sabbath, and must make it, and all the rest of the universe as well. Fyl- 
ness of life for the separate individual—this is the touchstone of validity for all 
our rulerships, and systems, and ideals. This principle the author declares to 
be fundamental with all true pragmatists and with all true Socialists. He 
brings a crowd of witnesses, some of them strangers in the Socialist camp as we 
have commonly thought—Stirner and Nietzsche for example; but he holds 
that in this principle we are brethren all. A considerable portion of the book 
is between quotation marks, and one may well be glad of this without any 
deprecation of Walling’s own material. The question that keeps rising quietly 
but persistently as one considers the witness of these image-breakers and others 
in their train is whether after all they go much beyond a radical and emphatic 
hedonism. ‘I love men too,” says Stirner, “but I love them because love 
makes me happy. I know no command of love.” 

It might be wished that Walling had paused long enough—for one gets the 
impression that he has written somewhat in haste—to connect up his two 
“isms” a little more clearly and definitely in certain parts of the book. There 
are obscurities of statement here and there, evidently the fruit of carelessness, 
and occasionally a somewhat irritating superiority to syntax. But these things 
are by the way. The book is a good book, proper for the man or woman who 
is neither a scholar, and so perhaps above the need of it, nor a college Freshman, 
and so not quite up to the strength of it. It ought to be a bringer of light to 
the non-Socialist who wants to know, and even more to many a Socialist who 
knows, not wisely but too well. 


Luxus und Kapitalismus. By WERNER SOMBART. Munich and Leipsic: 
Duncker u. Humblot, 1913. 8vo. pp. viiit+220. M. 6. 


Luxus und Kapitalismus, a by-product of the author’s larger work on Der 
Moderne Kapitalismus, is an attempt to substantiate an extremely plausible 
theory (plausible, at least, as he puts it) for the origin of modern capitalistic in- 
dustry. It is difficult in a few words to trace the logic which he carefully de- 
velops, step by step. In brief, he argues that with the new life of the Renaissance 
a secularization of the whole outlook of society came about. Man’s view was no 
longer turned wholly toward the life to come. At the same time there occurred 
in Europe a great increase in wealth, the result of the growing trade of the 
world. This found its way into court life, and court society, expanding under 
its new concept of life as appreciation (Genuss), made large new demands upon 
it. This demand was for the unnecessary things, for luxuries. Thus there 
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were new standards of what was desirable in food (Essluxus) which included 
many exotic products, and also demands for sumptuous linen, china, and silver. 
The same kind of higher standards began to prevail in regard to dwellings, 
clothing, etc. Out of these increased demands grew various industries as well 
as largely augmented trade. Certain of these industries Sombart calls purely 
“industries due to luxury.” Among them the manufacture of silks, laces, 
porcelain. ‘Mixed industries” include the products of wool, linen, and 
leather, and the building trades. 

It is no doubt true that increasing luxury had its effect on the development 
of these industries. On the other hand, the author does not in any wise make 
it plain that it was the only cause, or indeed, always a cause. His exposition 
remains extremely unconvincing because it is such a partial, fragmentary 
explanation of the causes of this growing luxury, though the phenomenon itself 
is clearly traced. Taken by itself the study is an original piece of work founded 
on a great deal of investigation into source material, but as an explanation of 
such complex phenomena as luxury and capitalistic industry it seems hardly 
adequate. 

Speculation on the New York Stock Exchange. By ALGERNON ASHBURNER 

OsporNE. “Columbia University Studies,’ Vol. LVI, No. I. 

New York: Longmans, Green & Co., 1913. 8vo, pp. 172. $1.00. 

The student who is prone to adopt for his own the a priori conclusions of 
many textbook writers in the field of economics would do well to read this 
monograph. Mr. Osborne has made a careful analysis of the operations of 
the New York Stock Exchange for the period of thirty-one months preceding 
the panic of 1907—an epoch that in the magnitude of its transactions has 
never been approached in a similar length of time before or since. The author 
attacks his problem with a knowledge of the danger of preconceived notions 
and he makes every effort to avoid following the paths trodden by preceding 
“investigators” of the Stock Exchange. He concludes that the New York 
Stock Exchange does not automatically perform and in practice has quite 
failed to perform the two economic functions that are commonly ascribed to 
it, namely, (1) the directing of the flow of investment, and (2) the discounting 
of future events by the course of prices. Although perhaps disconcerting to 
some staid economists, this conclusion is at least worthy of serious attention 
and impartial consideration. The author points out that the stock exchange 
can exert little influence either for good or for ill on the course of trading, and 
that it certainly does not guide the investment demand, since the flat rate of 
commission paid to brokers affords little profit to them on such orders, and 
hence gives no incentive for the encouragement of investment buyers by the 
operators themselves. There is no force on the stock exchange itself or in 
the self-interest of the brokers that can restrain the tendencies toward over- 
trading in securities. 
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Railway Problems. Edited by WiLLiAm Z. Riptey. Revised edition. 
Boston: Ginn & Co., 1913. 8vo, pp. xxxiv+830. $2.50. 


This collection of reprints is based on the admirable edition published in 
1907. The editor has thoroughly recast the original work in response to two 
demands. The first is created by the swift progress of legislative and economic 
events which has rendered the old collection obsolete; the second arises from 
the rapid development of the various branches of railway economics. Some 
chapters which formerly had a place in a general volume have been transferred 
to special treatises in particular fields; others, like Taussig’s classic theory of 
rates, are now embodied in the editor’s Railroads: Rates and Regulation. 

To take the place of these omissions the editor introduces in this edition the 
account of early American conditions from Pearson’s American Railroad 
Builder, which he deems of such importance as to warrant its appearance in a 
form that is readily accessible to the student; some recent decisive opinions of 
the Interstate Commerce Commission; and Theodore Brent’s article on the 
intricacies of rate-making. The latest legal developments are set forth in 
Stuart Daggett’s article on the Union Pacific-Southern Pacific Merger disso- 
lution, Alton D. Adams’ study of “‘ Reasonable Rates,” and Francis J. Swayze’s 
discussion of the “Regulation of Railway Rates.’”’ Smalley’s account of the 
doctrine of judicial review, and B. H. Meyer’s chapter on the Northern Secur- 
ities Company are retained from the earlier edition. 

In view of the growing popularity of the case-book method in various 
college courses in economics, this revised edition is assured of a favorable 
reception by students and teachers of transportation problems. 


Scientific Tariff Making. By Henry TARLETON WILLS. New York: 
Blanchard Press, 1913. 8vo, pp. 332. $1.00. 

The subtitle of the book is “‘A History of the Movement to Create a Tariff 
Commission,” and this explains the real subject of the volume. Anyone 
desirous of learning about the recent campaign of the National Tariff Commis- 
sion Association for the establishment of a permanent tariff commission can 
find plenty of material in its original and undigested form together with the 
complete proceedings of the convention of the association, held at Washington, 
D.C., January, 1911. Unfortunately little attempt has been made carefully to 
organize, analyze, and summarize the material, and the difficulty of using it has 
been further increased by the failure to include either an index or a table of 
contents. 

The arguments here advanced in favor of the permanent tariff commission 
are the usual ones. The present method of fixing the tariff through congres- 
sional committees, the members of which are, for the most part, either inexperi- 
enced in the matter or ignorant of the subject, produces “inequalities” which 
are “unnecessary, unjust, and harmful.” This “crude” and “unscientific” 
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method should be replaced by the modern scientific method of procedure 
through “‘a permanent technical bureau of tariff research, to collect, analyze, 
and report industrial and commercial data, domestic and foreign, for the use 
and guidance of Congress and the executive departments” (p. 58). 


Social Wrongs and State Responsibilities. By W1LL1AM JANDus. Cleve- 
land: Horace Carr, 1913. 12mo, pp. vi+143. $1.50. 

In this little volume the author has attempted to set aside the generally 
accepted current economic theories and in their stead to place the “law of 
solvent functions and the economic equation.”’ By the law of solvent functions 
is meant “the supersolvency of commercial values and that such a law depends 
upon the liquefaction of an asset comprehensive enough to hold the values of 
commerce supersolvent”—presumably the state ownership of land. His 


wee E ‘ ' , : 
economic equation is P= R That is, one unit of productive potential E, 


exerted upon one unit of resistance R, will yield one unit of product P. He 
states that “the economic equation is exactly paralleled by Ohm’s law of 
electricity.” 

The world is insolvent and out of its insolvency arises capital, credit, and 
interest. The capitalistic class is the predatory class, the parasites of society. 
Actual insolvency is prevented by the creation of credit which redounds to the 
benefit of the capitalistic class. Without this credit, created by the capitalists 
for their own special benefit, society would immediately become bankrupt. 

While many unquestioned social evils are pointed out by the author, his 
analysis of the causes of these social evils is as far from convincing as his method 
of solution would be impracticable and inadequate. 


Economic Determinism. By Lipa Parce. Chicago: Charles H. Kerr 

& Co., 1913. 12mo0, pp. 155. $1.00. 

It is rather difficult to describe the subject-matter of this little book. Ina 
sense it embraces within its covers three distinct studies: a brief history of the 
nations of the world from the economic standpoint, a review of woman’s position 
in society throughout history, and a defense of economic determinism. 

At the best, 145 short pages of large print is too small a space for the task. 
As it is, the book is naive, dilettante chatter on the above-mentioned subjects. 
Its only justification should be sought in the possible help to beginners in history 
in the way of reacting against elementary official histories which confine them- 
selves to wars and lives of rulers. But even in this respect the book can 
hardly be recommended. It is so general and vague, imparts so little definite 
information, the facts are so mixed up with the writer’s own loose interpreta- 
tions, it is written in such a partisan spirit, that the few hours one has to spend 
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in going through the book are likely to be a waste—surely so is the dollar one 
has to pay for it. 

The publishers have among their ten-cent pamphlets works containing 
more material and a better explanation of what economic determinism really is, 


Studies in Agricultural Economics. Edited by Prorressor Lewis H. 
Haney. Bulletin 298 of the University of Texas. Austin: Uni- 
versity of Texas, 1913. pp. 132. 

The bulletin is a collection of “undergraduate studies in agricultural 
economics,” as the editor himself puts it, the work being done under the 
auspices of the “Texas Applied Economics Club.” A good deal of space 
has been devoted to the discussion of agricultural co-operation, and especially 
to the Danish and German co-operative methods in credit, production, and 
marketing, and the question as to the possibility of their adaptation, with some 
modifications, to American conditions. The next important topic is the 
problem of agricultural labor which is as acute in Texas as in any other part 
of the United States. The establishment of state bureaus of employment 
has been suggested to supply the seasonal demand for labor, while agricultura* 
education might put a stop to the rural exodus. Another important point 
brought out is the relative decrease of the Negro population from 24.7 per 
cent of the entire population of the state in 1880 to 17.7 per cent in rg1o. 
The increasing demand, during this period, for the kind of labor which Negroes 
had generally performed was met by the rapid influx of Mexican labor. 


The Labour Movement. By L. T. Hopnouse. 3d ed. New York: 
Macmillan, 1912. 8vo, pp. 159. $1.00 net. 

Mr. Hobhouse is a mild radical in labor matters. In this little book, he 
discusses the various tendencies in the labor movement, chiefly of England, 
and attempts to show that “‘all ways lead to Rome,” the writer’s particular Rome 
being an industrial democracy. With the exception of a rather able account of 
the co-operative movement in England, the book offers very little new in the 
way of either material or methods of approach. An effort is made to prove 
to the various groups within the labor ranks that, after all, their differences are 
not as grave as the partisan leaders assert them to be. The Labour Movement is 
a good book for those who would begin their acquaintance with radicalism; its 
easy style, undogmatic and clear exposition make it pleasant reading. 





